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The success of Mill 


| Mutual fire insurance 
© has been principally = 
- due to effective fire —~ 
prevention engineering. 


Hy 
HALLE 


THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 





Millers Mutual Fire Insurance Co..................200005: Fort Worth, Texas 









Pennsylvania Millers Mutual Fire Ins. Co.................. Wilkes-Barre, Pa. 








Millers Mutual Fire Insurance Association......................05- Alton, Iil. 



















Grain Dealers National Mutual Fire Ins. Co................. Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co..... ............ 

National Retailers Mutual Insurance Co....... ...............5- i 
Michigan Millers Mutual Fire Insurance Co..... ............... 

Mill Owners Mutual Fire Insurance Co......... ...........- 


Millers Mutual Fire Insurance Co...................cceeeecees 


MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, III. 


A service organization maintained by the Mill Mutuals 


JourNaAL oF AMERICAN INSURANCE October, 1937—1 


COMPANIES WITH A 
REPUTATION 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


* 


No matter where located, from Atlantic to the 


Pacific, an office near your office 


Gale & Stone, Boston—Justin Peters, Philadelphia—Interstate Mutual Insurance Agency Co., 
Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., James S. 
Kemper, Mégr., Chicago, Milwaukee, Minneapolis, Omaha—Associated Mutuals, Inc., Atlanta, 
Ga—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 
General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 


A T a SAVING 
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- Good DRIVERS 
Y, mcasvame OBEY THE LAW 


while moforing The New Chivalry recognizes 
ee = that traffic laws and enforce- 


ment officers are maintained 
solely for the protection of life 
and property. Unfailing obedi- 
ence to the law and coopera- 
tion with police officers is the 
greatest contribution of the 
truly courteous. .. . 
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HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: STEVENS POINT, WIS. - Licensed in every state - Offices in 26 Principal Cities 
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THIS MONTH 


DITORIALLY and otherwise we 

asked for it and so cannot com- 
plain that insurance discussions in 
avalanche proportions have descended 
on us, rather to the confusion of me- 
chanical make-up of our magazine, 
but, we hope, for the edification of 
our readers. Still we feel justified in 
ywicing a small complaint that so 
many conventions, group meetings and 
news happenings had to break all at 
oce ® In sifting out the record of 
these events we could not print in text 
or summary every item deserving at- 
tention, but this circumstance leaves 
interesting things for subsequent is- 
sues, and thus the next immediate 
months will be the gainer. The inci- 
dent emphasizes that insurance is 
coming to occupy a place larger and 
larger in public estimation, and what 
is more important, larger and larger 
in its own estimation of the service 
the public deserves ® So we present a 
table of contents more miscellaneous 
than is our common practice—law, 
advertising, arson, forensic chemistry, 
social security, auto accidents, crop 
insurance; but for the rest we refer 
you to the right hand side of this page. 


e 
NEXT MONTH 


In the light of what is said above, 
we expect to provide a similar spread 
of subjects for the next number and 
fo this we trust we may add a lighter 
touch here and there by way of diver- 
sion—as for instance a new chapter 
of “Bunk of the Month.” 
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P. J. DUNN 


Commissioner of Insurance 
State of South Dakota 


Bip rene sega DUNN is a practical man who knows South Dakota busi- 
ness and professional life by virtue of thorough personal contact with 
insurance, banking, and public service experience. His own agency which 
handled practically all insurance lines has qualified him to understand the 
details of his office, and to this is added a reputation for judging questions 
with a fair and open mind. His committee appointments in the National 
Association of Insurance Commissioners include Examinations; Fire, Marine; 
Laws & Legislation; Unauthorized Insurance. 
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NY individual who takes an intelligent interest in 
the factors behind the making of public opinion 
has come to realize, during the past few years, 

that the force popularly known as- propaganda is a 
thing which is getting out of control. More or less 
skilful practitioners of the art of influencing public 
reactions never relax nowadays their efforts 
to bombard the average citizen with facts, 
half-truths, and downright misrepresenta- 
tions designed to win his favor for some 
product, person, or idea; they attempt to 
use as channels the newspapers, the mag- 
azines, the radio, the cinema, the classroom, 
and the platform with a bland impartiality. 

In some of these fields their efforts to 
penetrate the defenses have been very successful, in 
others not at all complete. Yet even the men most 
difficult to mislead—the experienced editorial employes 
of metropolitan newspapers—have begun to throw up 
their hands at the task of wading through the flood of 
copy which daily flows across their desks. Ali of it 
must be read, for some of it is legitimate publicity which 
the newspapers wish to print. But attempting to evalu- 
ate accurately such of it as is self-seeking propaganda 
has become a job which not even the most erudite can 
hope to perform. 

It was inevitable, therefore, that eventually some dis- 
interested agency should be set up to carry on real 
research into the more important items of propaganda 
with which the newspapers and other mediums, and 
through them the public, are currently afflicted. Such 
an organization, if properly staffed to do scholarly 
analysis, has for several years been certain of a warm 
welcome both from the men who must pass upon 
propaganda as editors, and from such organizations as 
have been annoyed by the directing of propaganda 
against them from sources less ethical than themselves. 

Within the fortnight an organization which announces 
it will attempt to perform this function has made its 
bow. Known as the Institute for Propaganda Analysis, 
it is headed by Professor Clyde Raymond Miller of 
Columbia University—no theorist, but an accomplished 
professional publicist who knows as well as any man 
what makes the propaganda wheels go round. Financed 


eDEFLATING 


PROPAGANDA kv. 
A PUBLIC SERVICE 
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initially by a grant of $10,000 from one of the late 
Edward A. Filene’s foundations, the Institute hopes to 
become self-supporting through securing subscriptions 
to its monthly bulletin of propaganda analysis. The 
methods of analysis which it will follow have not yet 
been announced, but there can be little doubt the project 
will receive all the support it proves itself worth from 
those to whom dealing with propaganda and its effects 
are serious daily problems. 

To many groups the formation of such an organiza- 
tion doubtless will be none too welcome, for it pleases 
no sly propagandist to have his carefully contrived mes- 
sage reduced to its absurdities by cold-blooded dissec- 
tion. The project, however, seems well worthy of 
insurance support. Not that the business is likely to 
have any immediate dealings with it, for there are 
sO many pressing propaganda problems to be worked 
out that it may be a long time before the Institute for 
Propaganda Analysis gets around to analyzing insur- 
ance’s public relations. But a study of the Institute’s 
bulletins should prove of great value to those elements 
in the insurance field which deem themselves subtle 
propagandists. By such a study they would learn that 


* their techniques are not only outmoded by some twenty 


years, but that their methods are so patently juvenile 
that they injure the prestige of the business as a whole, 
and discredit the efforts of those groups—both stock 
and mutual—which are endeavoring to place insurance 


; public relations upon the plane demanded by modern 


standards. 

Amateur propagandists will find especially nourishing 
food for thought in one of the comments made by 
Professor Miller in his initial bulletin. “The typical 
method of the propagandist is 
to attempt to pin a ‘bad name’ 
on his opponent,” he asserts. 
“In the Middle Ages the label 
‘heretic’; today it is 


It would surely be amusing 
to note the reaction of the 
propagandists for some of the 
stock insurance agents’ organizations which have been 
using similar devices of late in a rather pathetic effort 
to discredit the mutual companies. Doubtless, to employ 
the current catch-phrase, “they thought they had some- 
thing there”. It must be disconcerting in the extreme 
to learn that a device which had been thought so 
shrewdly conceived is actually recognized by anyone 
with the slightest knowledge of propaganda, as the hall- 
mark of the tyro. 

There is a major public relations job to be done for 
the entire business of insurance, but it is not one that 
can be done by propaganda which uses the method of 
belittling competitors. To date this is the line that has 
been followed by some stock agency organizations, but 
principally by the more pretentious groups financed in 
most part by the companies. The frequently preposter- 
ous claims emanating from such sources—aside from 
the question of whether they are helpful or harmful to 
the mutual companies—are harmful to the business 
as a whole, and have the effect of hamstringing the 
public relations of such groups and companies as are 
attempting to merit public favor by legitimate means. 

To all such amateur publicists a serious study of 
modern public relations methods is recommended, and 
the bulletins of the Institute for Propaganda Analysis 
should probably be one of the required courses. If they 
must continue their attempts to foist propaganda upon 
the press and public in the guise of fact, such studies 
should at least permit them to proceed along slightly 
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more adult lines than in the past. 
The public, if they feel that it must 
be fooled, deserves that much con- 
sideration. 


Former Minnesota Commis- 
sioner Dies 


Joun A. HarRTIGAN, FORMER M1Nn- 
NESOTA INSURANCE COMMISSIONER 
and a past president of the National 
Association of Insurance Commis- 
sioners, died at his home in St. Paul 
on October 7. Mr. Hartigan, who 
was 72 years of age had been in ill 
health for about a year. At the time 
of his death he was an executive in 
the home office of the Equitable 
Life Assurance Society, a post he 
had held for several years. 

Mr. Hartigan, called from a col- 
lege professorship into public life, 
first gained attention shortly after 
the Armstrong investigation of life 
insurance companies in New York 
in 1905, when a conference of Mid- 
western Commissioners was called 
in Chicago. At the time of this meet- 
ing he was serving as an actuary in 
the Minnesota Department under 
Commissioner Thomas D. O’Brien. 
Mr. Hartigan was asked to accom- 
pany Commissioner O’Brien to the 
Conference. As a result of the meet- 
ing the Insurance Commissioners 
drafted a number of provisions for 
the insurance laws to. ‘be recom- 
mended to the legislatures of their 
respective States. In this work Mr. 


Hartigan played an important part. 


When Mr. O’Brien resigned as In- 
surance Commissioner in 1908 to 
accept an appointment to the Min- 
nesota Supreme Court bench, Mr. 
Hartigan was chosen to succeed him. 
It was in 1910 that he headed the 
Commissioners’ Association, 

In 1911 he joined the Equitable 
Life Assurance Society, serving them 
as supervisor of agents in the St. 
Paul district for many years prior 
to his elevation to the position of 
special representative at the home 
office of the company. 


New York Compensation 
Loss Ratio for 1936 


A. COMPILATION RECENTLY COM- 
PLETED BY THE NEW YORK INSUR- 
ance Department reveals that Work- 
men’s Compensation Insurance ex- 
perience during 1936 showed net 
premiums earned in New York State 
of $63,346,414 and losses incurred of 
$42,762,992 for a loss ratio of 61.7%. 
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ABOUT 


Running Comment on What Is in the Magazines 
and the Mail that Comes to the Desk of the Editor. 

















Miscellany 


CORNELL PROFESSORS SAY BUILDING 
BOOM CYCLE HAS RECURRED EVERY 
eighteen years since 1830 and next 
peak is scheduled for 1943—Married 
man making $150 a month and own- 
ing auto but no real estate pays $229 
in taxes per year—Applicant to W. 
P. A. writers division answers thus 
“Never have written and therefore 
ought to be full of good ideas”—U. 
S. manufacturers looking askance at 
Japanese orders taking long time to 
deliver and to be paid for by irrevo- 
cable Japanese bank credits — 
Whiskey manufacturer advertises 
“Drinking and driving do not mix” 
—Also University of Indiana re- 
searcher demonstrates two jiggers of 
whiskey befuddles an autoist’s brain 
—July 1937 fatal accidents in United 
States (all types) decrease 8% over 
1936—Motor accident fatalities up 
6% in July 1937 over July 1936 
but motor travel increased 12% — 
36,000 out of 400,000 autos in De- 


troit had reportable accidents in 
1935—Amusement industry now a 
five billion dollar business expects 
to further expansion because of 
shorter working hours—Zippers now 
being used in surgical operations 
where further operations or x-ray 
are indicated — Leading university 
now includes popular music course 
with jazz-band instructor in curric- 
ulum — Scientist Einstein declares 
himself for the good old copy book 
virtues—Clearing Bureau for acci- 
dent claims being advocated by Los 
Angeles insurance men — Casualty 
agent official says stock companies 
are too orthodox leaving mutuals to 
originate new coverages—Scientists 
develop super popping pop-corn, and 
streamlined goat giving 335% more 
milk—Plenty of gold in sea water 
but it costs $10 to extract $1.00 
worth — Seven hundred miles an 
hour estimated as top possible speed 
for airplanes — Dogs incapable of 
barking are a recent importation 
from the Belgian Congo — Latest 
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rumor to increase auto engines ef- 
ficiency is new gasoline with round 
instead of long molecules—Finance 
Companies propose sharp reduction 
in time to pay for merchandise on 
installment plan, as for example 18 
months on automobile—Public sit 
down strike on high shoe prices 
forces reduction—Fire losses in Ne- 
braska reported on the way up. 


A. J. Rouillard Named New 
Hampshire Commissioner 


ARTHUR J. ROUILLARD OF CLARE- 
MONT, NEW HAMPSHIRE WAS RECENT- 
ly appointed State Insurance Com- 
missioner by Governor Francis P. 
Murphy. The appointment was con- 
firmed by the executive council by a 
unanimous vote. Mr. Rouillard suc- 
ceeds the late John E. Sullivan, who 
died suddenly several weeks ago. 
The appointment is for the unex- 
pired term of his predecessor, end- 
ing November 30, 1941. 


Mr. Rouillard is well known in 
New Hampshire insurance circles as 
he has been prominently identified 
for a number of years with the in- 
surance affairs of that state. Prior 
to his appointment to the Commis- 
sionership, Mr. Rouillard had been 
treasurer of the insurance firm of 
Barnes & Rouillard, Inc., of Clare- 
mont, New Hampshire with whom 
he had been associated since 1919. 


The new Commissioner is a life- 
long resident of Claremont, having 
been born there in 1894, 


Ohio Life Insurance Ruling 


THE FOLLOWING COMMUNICATION 
HAS RECENTLY BEEN SENT BY THE 
Ohio Department to all the life in- 
surance companies in the State. 

To Ohio Life. Insurance Companies: 


It has recently come to our attention that 
in some instances life insurance companies 
are permitting first year commissions and 
renewal commissions to be allowed to offi- 
cers and home office employees on insur- 
ance on their own lives. 


We deem such a practice improper and 
not provided for by the laws of this state. 

It is, therefore, ruled that no life insur- 
ance company, or its representatives, shall 
directly or indirectly allow paid first year 
commissions or renewal commissions, or 
any portion thereof, to officers, home office 
employees, directors, trustees or stockhold- 
ers of their own company on policies on 
their lives. 


This ruling shall not apply to the pay- 
ment of commissions to duly authorized and 
licensed agents on insurance on their own 
lives. 


Kindly acknowledge receipt of this com- 
munication, 
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‘Permanent Incapacity 
for Work” 


A COMPREHENSIVE STUDY OF MANY 
ASPECTS OF THE WORKMEN’S COM- 
pensation problem is contained in a 
volume entitled “The Evaluation of 
Permanent Incapacity for Work in 
Social Insurance” issued by the In- 
ternational Labor office (League of 
Nations) and which is available at 
the United States Branch of the of- 
fice at 734 Jackson Place, Washing- 
ton, D. C. 


The purpose of the study is sum- 
med up in the following excerpts 
from the introduction to the report: 


“During the last few years the Interna- 
tional Labor office has received many re- 
quests for information or advice concerning 
definitions of incapacity, methods of eval- 
uation, incapacity schedules, the service 
which doctors, insured persons or employ- 
ers may render on bodies responsible for 
evaluations, and so on. In view of the fre- 
quencies of these requests the office decided 
to enlist the collaboration of some mem- 
bers of its correspondence committee for 
social insurance in a study of the chief 
problem involved in the evaluation of what 
is known as permanent incapacity in work- 
men’s compensation and invalidity insur- 
ance.” 


Tte book contains 375 pages and 
is replete with facts and figures that 
will challenge the attention of those 
interested in these technical compen- 
sation problems. 


Memorial to William 
Brosmith 


AT THE OCTOBER MEETING OF THE 
ASSOCIATION OF LIFE INSURANCE 
Presidents a memorial resolution was 
unanimously adopted which included 
a tribute to William Brosmith. The 
resolution follows in part: 


“The death on August 22 of William 
Brosmith took from insurance a_ great 
counsellor and from this association a val- 
ued friend and mentor. * * * 

“For practically all of the sixty-one years 
during which he was a member of the Bar 
his talents were exercised in insurance. 
Endowed with a keen mind and remarkably 
retentive memory he obtained exceptional 
mastery of insurance law and used his 
knowledge constantly for the advancement 
of the business as a whole. winning renown 
as the Dean of Insurance Lawyers. A host 
of insurance organizations enjoyed contact 
with him and were beneficiaries of his serv- 
ices in positions of responsibility. 

“He was a charter member of the Amer- 
ican Law Institute and of the Association 
of Life Insurance Counsel. A founder of 
the latter organization, he was its first 
president. He belonged to the Bar Associa- 
tions of New York City, New York State. 
Hartford and Connecticut. He also was 


a member of the American Bar Association 
and, as chairman of its insurance commit- 
tee, was instrumental in formulating stand- 
ard insurance provisions. * * * 

“In 1895 he went to Hartford as an at- 
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torney for the Travelers Insurance Com- 
pany, later became General Counsel and, 
in 1922, was made Vice President and Gen- 
eral Counsel, in which capacity he also 
served the Travelers Indemnity Company, 
the Travelers Fire Insurance Company and 
the Charter Oak Fire Insurance Company. 


“A broad range of activities beyond the 
scope of insurance and the law claimed his 
attentions and were aided through his ge- 
nius. As a patron of education, a director 
of financial institutions, and a member of 
important Commissions of Connecticut and 
the City of Hartford, he was a valued par- 
ticipant in state municipal affairs. During 
the world war, he was a member of the 
Connecticut Council of Defense. * * *” 


Change in New York Insur- 
ance Department 


SUPERINTENDENT OF INSURANCE 
LOUIS H. PINK,RECENTLY ANNOUNCED 
the appointment of Dillon F. Brod- 
erick of Lynbrook, New York, as 
Principal Examiner in the Life Bu- 
reau, to succeed Nelson B. Hadley. 
Mr. Broderick was first on the list 
for the position announced on Sep- 
tember 21st by the Civil Service Com- 
mission. Prior to Mr. Hadley’s re- 
tirement after 35 years as Chief of 
the Life Bureau, Mr. Broderick act- 
ed as Assistant Chief. Mr. Broder- 
ick was born and reared at Hannibal, 
Oswego County, New York. 

He was the first examiner ap- 
pointed by William H. Hotchkiss 
who was Superintendent of Insur- 
ance under Governor Hughes. Prior 
to his connection with the Insurance 
Department, he was with the State 
Board of Tax Commissioners for 
two years, and between 1912 and 
1915 he was with the Standard Ac- 
cident Insurance Company of De- 
troit, Michigan. ‘He became a certi- 
fied public accountant in 1910. 


Richmond Smith Dies 


RICHMOND SMITH, DEAN OF OHIO 
MUTUAL MEN, DIED AT HIS HOME IN 
Mansfield, Ohio on September 21, 
at the age of 92. At the time of his 
death Mr. Smith was Chairman of 
the Board of the Richland County 
Mutual Insurance Company of Mans- 
field, a company which his father 
helped organize in 1850. Mr. Smith 
who was born in Mansfield, Decem- 
ber 14, 1847, joined the company in 
1873, traveled for it, served as its 
secretary, later was its president and 
finally became Chairman of _ the 
Board. He was active in the affairs 
of the company for fifty-one years. 


Mr. Smith was a leader in mutual 
circles for many years and was 
largely influential in formulating sev- 
eral of the more important insurance 
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laws in Ohio. He is survived only by 
a sister, his wife having died fifteen 
year ago. 


FIRE 
NEWS... 

















August Fire Loss Down 


FIRE LOSSES DURING THE MONTH 
OF AUGUST, ACCORDING TO FIGURES 
released by the National Board of 
Fire Underwriters, continued their 
slow downward trend. 

Total losses for the month totaled 
$19,767,314 as compared with $21,- 
714,495 for August 1936. This fig- 
ure is also slightly below the total of 
$19,812,485 for July of the current 
year. 

Losses for the first eight months 
of 1937 totaled $190,250,043 as com- 
pared with $199,562,447 for the cor- 
responding period last year. This 
total is quite a bit higher than the 
1935 figure for the same period when 
losses amounted to only $173,891,- 
320, the lowest record made in a 
number of years. 

The following table gives total fire 
losses for the first eight months of 
1935, 1936 and 1937: 

1935 1936 1937 
Jan. $23,430,504 $27,729,930 $25,069,895 


Feb. 25,081,625 30,909,896 28,654,962 
March 24,942,703 29,177,406 29,319,029 
April 23,267,929 25,786,835 26,663,854 
May 21,238,205 21,479,380 21,437,739 
June 18,499,675 20,407,485 19,524,765 
July 19,293,619 22,357,020 19,812,485 
Aug. 18,137,060 21,714,495 19,767,314 


Total 173,891,320 199,562,447 190,250,043 
fe * e 


Mutual Fire Insurance Engi- 
neers Convention 


THE HONORABLE FRANK YETKA, 
MINNESOTA COMMISSIONER OF INSUR- 
ance, will be the principal speaker at 
a two-day convention of the Associa- 
tion of Mutual Fire Insurance Engi- 
neers to be held in the Nicollet Ho- 
tel, Minneapolis, October 28 and 29. 
Mr. Yetka will speak at the conven- 
tion’s luncheon on Thursday, the 
28th. 

“Electrical Hazards,” a brief dis- 
cussion of the fire hazards inherent 
in fractional horse power motors. 
will be the topic of Professor L. R. 
Drinkall, of the Dunwoody Institute, 
on the morning of the 28th. Other 
speakers on that same day will in- 
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clude Gleason Allen, Manager of the 
Minneapolis Mill Mutuals office, who 
will welcome the delegates to his city ; 
Evan Day, of Mr. Allen’s office, who 
will speak on “New Developments 
in Dry Cleaning Processes”; F. J 
Sanborn, Improved Risk Mutuals 
who will discuss the “Hazards of 
Synthetic Enamels”; and E. E. Hot- 
chin, of Michigan Millers Mutual 
who will talk on the “Developments 
in Appraisal System.” 

On Friday, October 29, the engi- 
neers will turn their attention to rate 
makeups, the hazards of foundries 
and machine shops, bakeries and res- 
taurants and in the afternoon will 
hear H. H. Valiquet, ventilating en- 
gineer of the Employers Mutuals of 
Wausau, Wisconsin. Mr. Valiquet 
will discuss ventilating and air con- 
ditioning systems and will be fol- 
lowed by R. D. MacDaniels who 
will endeavor to define “The Com- 
mon Sense Engineer.” 


Wisconsin Mutual Associa- 
tion 1937 Meeting in 
Milwaukee 


THE WISCONSIN STATE ASSOCIATION 
OF MUTUAL INSURANCE COMPANIES, 
whose conventions have been grow- 
ing in interest from year to year are 
to hold their 1937 meeting on Octo- 
ber 27 and 28 at Hotel Schroeder, 
Milwaukee. Their program, recently 
announced, forecast sessions of un- 
usual interest. The speakers include: 
Henry Weihbrecht, Secretary, Badger Mu- 

tual Fire Ins. Co., Milwaukee, Wisconsin. 

Hon. H. J. Mortensen, Commissioner of 
Insurance, Madison, Wisconsin. 

Harry P. Cooper, Secretary, National As- 
sociation of Mutual Insurance Cos., In- 
dianapolis, Indiana. 

B. Rees Jones, President, Town Mutual 
Dwelling Ins. Company, Des Moines, 
Towa. 

C. S. Laidlow, Assistant Secretary, Minne- 
sota Farmers Mutual Ins. Co., Minne- 
apolis, Minn. 

Garfield W. Brown (former Commissioner 
of Insurance of Minnesota), American 
Mutual Alliance, Chicago, Illinois. 

Robert J. Mitchell, Mitchell Insurance 
Agency, Fond du Lac, Wisconsin. 

Geo. T. Sullivan, Sullivan Insurance Agen- 
cy, Oshkosh, Wisconsin. 

Aug. C. Fuge, Secretary, West Bend Mu- 
tual Fire Insurance Co., West Bend, 
Wisconsin. 

E. M. Schimmels, State Agent, Implement 
Dealers Mutual Fire Insurance Co., Mil- 
waukee, Wisconsin. 

E. C. Grissman, Agent, Hartford, Wiscon- 
sin. 

Clarence Tess, Special Agent, Manitowoc 
Mutual Fire Insurance Co., Manitowoc, 
Wisconsin. 

E. P. Hocking, Geo. A. Jacobs Agency, 
Janesville, Wis. 





L. L. Sieker, Secretary, American Mutual 
Fire Ins. Co., Milwaukee, Wis. 


G. E. Possin, Agent, Waupun, Wis. 
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Oklahoma College Sets Up 
Course for Firemen 


As indicating the advance being 
made in attention to preventing and 
quenching fires the following an- 
nouncement from the catalog of the 
Oklahoma Agricultural and Mechan- 
ical College is of much interest: 

Firemanship has come to be a highly 
technical job due to the development of 
commodities involving flammable and ex- 
plosive materials, modern building construc- 
tion and occupancy, and the scientific means 
of fighting fires. One who enters this serv- 
ice must be a technician and yet be skilled 
in the various phases of fire protection and 
prevention. It being an emergency job, he 
must be able to think quickly and accu- 
rately. To do this his mind must be trained 
as well as his hands and he must have a 
store of information for immediate use at 
all times. 

The curriculum in Firemanship Training 
is designed to supplement actual practices 
with directly and indirectly related tech- 
nical and academic information. A part of 
each term is spent in actual practice in a 
modern fire station with modern equipment. 
This is supplemented directly with techni- 
cal courses in firemanship, science, mathe- 
matics, shop work and drawing. In addi- 
tion, courses in English and government 
round out a planned general curriculum 
that leads toward employment in the fire 
fighting service. 


Farm Accident Prevention 
Urged by Federal Engineer 


FAR MORE ATTENTION HAS BEEN 
GIVEN TO ACCIDENT PREVENTION IN 
industry than on the farm and in the 
home although farm and home acci- 
dents outnumber all others, said Dr. 
D. J. Price, fire prevention expert of 
the U. S. Department of Agriculture, 
speaking before the Agricultural 
Safety Section of the National Safe- 
ty Congress in Kansas City recently. 
There is urgent need for the adop- 
tion and application in the rural dis- 
tricts of those safety measures which 
have proved their value in the urban 
and industrial centers, he said. 

Doctor Price called attention to 
Red Cross reports showing that more 
persons are accidentally killed at 
work .in agricultural pursuits than 
in any other occupation. In 1936 
fatal work accidents in agriculture 
numbered 4500, compared with only 
2800 in construction activities and 
2300 in manufacturing. Based on 
Red Cross reports, Doctor Price’s 
statement pointed out that the an- 
nual accident death rate per 100,000 
workers for the total of all occupa- 
tions was 32.8, but the death rate 
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for agricultural accidents alone was 
42 per 100,000 workers. 

The State of Kansas has been out- 
standing in giving attention to the 
farm accident problem. A seven-year 
study in that State showed that 50 
percent of all industrial deaths oc- 
curred in agriculture. Twenty-nine 
percent of these fatal work accidents 
on the farms in Kansas were due to 
machinery, 20 to farm animals, 12 
to heat, 8 to vehicles, 9 to falls, 5 to 
lightning and 17 to other causes. 

Attention was called to the im- 
portance of farm fire prevention and 
also that at least 3500 lives are lost 
each year as the result of fire on 
American farms. The annual prop- 
erty loss from these farm fires has 
been estimated at approximately 
$100,000,000. 

A study of silo gas accidents has 
shown that in the gases present there 
is a depletion of oxygen and an in- 
crease of carbon dioxide due to the 
active fermentation of the corn en- 
silage. The greatest danger comes 
when large quantities of carbon di- 
oxide gas are generated during the 
fermentation that always takes place 
during the storage of fresh material 
for ensiling. Because of the pres- 
ence of this suffocating gas, care 
should be exercised in entering silos 
during the storage period. 

Doctor Price stated that the dis- 
aster last March in which three hun- 
dred children and teachers were 
killed. in the Texas schoolhouse ex- 
plosion has emphasized the need for 
safety in the construction and opera- 
tion of rural school buildings. The 
New London tragedy has shown that 
provision must be made for compul- 
sory building and fire inspection of 
schools in rural areas to afford the 
same protection as in the urban cen- 
ters. 
ee @ @® 


Urges Protection for Rural 
School Children 


THE NEED OF ADEQUATE INSPEC- 
TION AND SAFEGUARDS AGAINST FARM 
fire and explosion in rural schools 
was especially emphasized by the 
Secretary of Agriculture in urging 
observance of National Fire Preven- 
tion Week. 

Last year about 3500 people lost 
their lives in farm fires. The proper- 
ty loss was approximately $100,000,- 
000. This does not include the fire 
loss in the non-farming rural com- 
munities—villages, towns, and cities 
of less than 2500 population—which 


is estimated at $125,000,000. 


“The tragic explosion last March 


JOURNAL OF AMERICAN INSURANCE 


in a Texas consolidated school which 
killed 300 children and teachers re- 
veals the shocking fact,” said the 
Secretary, “that but few states make 
any provisions for inspecting rural 
schools against fire, explosion, and 
faulty construction.” He urged that 
steps be taken to protect rural school 
children with the same strict safety 
laws that apply in the cities. 


CASUALTY 
NEWS ee @ ®@ 

















Michigan Mutual Liability 
Company Celebrates 25th 
Anniversary 


THE MICHIGAN MUTUAL LIABILITY 
COMPANY OF DETROIT RECENTLY HELD 
an informal celebration of the twen- 
ty-fifth anniversary of its founding. 
A neat summary issued by the com- 
pany telling of its progress over a 
quarter century of effort gives infor- 
mation interesting alike to policy- 
holders and the general insurance 
public. 


Starting in a one-room office in 
what is now the Transportation 
Building in the Michigan metropolis 
and with a nucleus of eleven policy- 
holders the Michigan Mutual’s rec- 
ord of growth includes the acquisi- 
tion of its own home office property 
on Madison Avenue and John R 
Street, twenty-five branches in Mich- 
igan, Ohio and Indiana, a sales force 
of more than six hundred, and pol- 
icyholders by the tens of thousands. 
To its original writing of workmen’s 
compensation coverage have been 
added automobile, as well as other 
casualty lines. It began issuing non- 
assessable policies in 1926. The 
company’s management program has 
been consistently progressive. For 
the use of its compensation policy- 
holders’ injured employees the Mich- 
igan Mutual has for years maintained 
its own individual hospital which at 
all times is under the supervision of 
an adequate medical and surgical 
staff. More than twenty-five per cent 
of all reported compensation premi- 
ums in Michigan have been written 
by this company. 

Recently, property adjoining the 
home office was acquired and the 
two-story brick building on the site 
was remodeled to fit the needs of the 
company’s engineering and auto sales 
departments. The engineering de- 
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partment includes an occupational 
disease laboratory for making sur- 
veys for factories and other organi- 
zations and is equipped with modern 
apparatus for the analysis of fumes, 
dusts and other air conditions which 
may be detrimental to health. The 
Michigan Mutual has gained coun- 
trywide recognition for its safety 
contests conducted as a part of its 
accident prevention program. 

Walter E. Otto, for years the com- 
pany’s secretary-treasurer, succeeded 
the late P. W. A. Fitzsimmons, who 
had been its president since 1913. 
Other officers are Clarence Hatch, 
A. A. Templeton and Fred Buck, 
vice-presidents; C. B. Burch, secre- 
tary; W. O. Brown, comptroller; R. 
M. Wade, treasurer; Harry M. Tor- 
rey, M. D., surgical director; and 
L. J. Carey, general counsel. 
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Casualty Actuarial Society 


THE ANNUAL MEETING OF THE 
CASUALTY ACTUARIAL SOCIETY WILL 
be held on Thursday and Friday, 
November 18 and 19, 1937 at the 
Hotel Biltmore, 43rd Street and 
Madison Avenue, New York City. 
The opening session will be called to 
order at 10 A. M. 

In addition to the usual luncheon 
which will be served at 1 P. M., on 
the 18th, there will be an informal 
dinner for members and their wives 
and invited guests in the evening at 
the hotel. 


Testimonial Dinner to Dr. 
William Freeman Snow 


DR. WILLIAM FREEMAN SNOW, GEN- 
ERAL DIRECTOR OF THE AMERICAN SO- 
cial Hygiene Association and pioneer 
in social hygiene and public health 
education, was hofiored on October 
1 at a testimonial dinner in New 
York, given by a committee of 
friends and admirers who have 
known or been associated with Dr. 
Snow during a career of 40 years in 
social hygiene and public health 
work in the United States and Eu- 
rope. Over 400 guests attended the 
dinner in the Empire Room of the 
Waldorf-Astoria, and innumerable 
messages of congratulation and com- 
mendation were received from all 
parts of the United States and Eu- 
rope from persons who were unable 
to be present. 

Columbia University’s Professor 
Maurice A. Bigelow was chairman 
of the committees arranging the din- 
ner. He was assisted by Ray Lyman 
Wilbur, president of Stanford Uni- 
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versity and classmate of Dr. Snow; 
Edward L. Keyes, M. D.; Wilbur A. 
Sawyer, M. D., Surgeon General 
Thomas Parran; Mary E. Wooley, 
president-emeritus of Mt. Holyoke 
College ; and William Fellowes Mor- 
gan, president of the National Safety 
Society for the Prevention of Blind- 
ness. 


Chicago Office of Liberty 
Mutual Moves 


THE CHICAGO OFFICES OF THE LIB- 
ERTY MUTUAL INSURANCE COMPANY 
and its affiliated fire company, the 
United Mutual Fire Insurance Com- 
pany, have been moved to the Civic 
Opera building, 20 North Wacker 
Drive. An increase in personnel 
made it necessary to move into en- 
larged quarters, it was stated by resi- 
dent Vice-President W. H. Seymour. 


The company offices were former- 
ly located at 230 East Ohio Street. 


Ruling on Extra-Territorial 
Agents 


HARTLEY D. MC NAIRN, SUPERIN- 
TENDENT OF INSURANCE OF ONTARIO, 
has notified all insurance companies, 
other than life, that every ageut who 
writes insurance for a finance com- 
pany on automobiles should be li- 
censed in all Provinces where the 
business he writes is located. The 
communication, dated October 1, fol- 
lows in full. 


“During the recent conference in Toronto 
of the Association of Superintendents of 
Insurance of the Provinces of Canada, a 
private executive session was held at which 
the question of licensing requirements for 
extra-territorial agents was discussed. 


“The particular case under discussion 
was that of an Ontario agent who was 
handling the automobile business of a 
finance company which interests extend to 
most of the Provinces of Canada. The agent 
in question, however, was licensed in On- 
tario only. 

“As a result of the discussion it was 
held that an extra-territorial agent should 
be licensed in all Provinces where the busi- 
ness he writes is located. The agent in 
question held that as the head office of the 
finance company was located in the Prov- 
ince of Ontario the risks he was covering 
for the finance company should be described 
as being in Ontario. Such is not the case, 
however, as the insurance risks to be cov- 
ered by the agent are the automobiles lo- 
cated in several Provinces which are sold 
on the installment plan and financed by the 
finance company. 

“Kindly take notice, therefore, that an 
agent resident in any other Province of 
Canada or State of the United States who 
writes business on property or risks situate 
in the Province of Ontario, whether such 
business is obtained directly or through a 
finance company, must be licensed as an 
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insurance agent in this Province and that 
no insurance company and no agent thereof 
and no broker may pay commission to any 
non-resident agent or broker for placing 
business on property or risks in Ontario 
who, at the date thereof, is not licensed to 
transact business within Ontario. 

“I should be obliged if you would com- 
municate the contents of this memorandum 
to your branch offices and agents in the 
Province.” 


Industrial Hygiene Section 
A. P. H. A. Annual Meeting 


STATING THAT LEAD IS STILL THE 
RANKING INDUSTRIAL POISON, Law- 
rence T. Fairhall, Ph.D., Industrial 
Toxicologist of the United States 
Public Health Service, opened the 
Symposium on Heavy Metals of the 
American Public Health Associa- 
tion’s annual meeting in New York, 
October 5-7, with a discussion of re- 
search methods. The spectroscope 
has an appeal to the worker in this 
field, Dr. Fairhall stated since it is 
both comparatively rapid and also 
will determine quantitatively exceed- 
ingly small amounts of the lead in 
urine or in body tissues. However, 
there are a number of difficulties 
which must be ironed out before this 
method can be generally used. 

The fact that there is a normal 
metabolism for lead was brought 
out by Robert A. Kehoe, M.D., Di- 
rector of the Kettering Laboratories, 
University of Cincinnati. He has 
developed much data showing that 
we are continuously absorbing lead 
into the system from food and other 
sources and at the same time excret- 
ing lead, contrary to the erroneous 
conception formerly held that lead 
taken into the body continually ac- 
cumulates until a sufficient amount 
has been collected to produce symp- 
toms of lead poisoning. Experiments 
conducted on human beings in these 
laboratories showed that out of a 
total of 22.7 milligrams of lead taken 
into the body with the food, the 
total lead excreted over the same pe- 
riod was 22.3 milligrams of lead. It 
is, of course, essential that the 
amount of lead taken into the body 
over a given period should not be 
greater than that known to cause 
lead poisoning. Keeping the amount 
of lead absorbed less than the in- 
jurious limit is the crux of the lead 
poisoning prevention problem. 

Mercury poisoning has been of 
increasing concern to compensation 
carriers especially in its use in the 
preparation of rabbit fur for the 
manufacture of felt hats. Paul A. 
Neal, M.D., of the United States 
Public Health Service reported that 
in a recently conducted survey forty- 


three cases of mercurialism were 
found among the five hundred: men 
examined in hatters fur cutting 
plants. In this industry it was found 
that the symptoms increased in 
severity as the air content of mer- 
cury increased and very rapidly 
when it exceeded 2 milligrams per 
ten cubic meters of air. Of much 
interest in Dr. Neal’s paper was the 
comprehensive list of industries in 
the United States where a mercury 
exposure exists, together with the 
type of such exposure. 

From the preventive point of 
view, William P. Yant, Director of 
Research and Development of the 
Mines Safety Appliances Company. 
discussed personal protective devices 
for reducing exposure to heavy 
metal dusts and fumes. 


Dr. Carozzi, head of the Industrial 
Hygiene Section of the International 
Labor office in Geneva, was guest of 
honor at the Industrial Hygiene 
Luncheon meeting and delivered a 
paper on “Functions and Origin of 
the International Labor Offfice.” 
Among the committee reports repre- 
sented at this meeting that of the 
Committee on Volatile Solvents, of 
which Henry Field Smyth is chair- 
man, should be of much interest to 
all who come in contact with such 
materials as it is comprised of an 
extensive annotated bibliography of 
papers published on this subject dur- 
ing the past year. An announcement 
was made of the work of the Com- 
mittee on Chemical Methods of Air 
Analysis by its chairman, Warren A. 
Cook. At the present time eight in- 
surance companies maintain labora- 
tories for determination of atmos- 
pheric contaminants in industrial at- 
mospheres and a number of the com- 
panies are at present planning to 
establish such laboratories. Air anal- 
yses are being made for purposes of 
control of occupational diseases in 
this country by most of the industrial 
states and by an increasing number 
of industrial concerns and insurance 
companies. This committee has con- 
tacted all the laboratories conducting 
such work for the purpose of de- 
veloping a group of standard meth- 
ods of air analysis to the end that the 
useful yard stick of atmospheric 
concentrations of injurious materials 
can be more generally utilized in 
determining whether hazardous con- 
ditions exist and, after the control 
measures have been instituted, 
whether such measures are sufficient- 
ly effective. 

Syphilis control is receiving much 
attention among the health authori- 
ties at the present time and should 

(Continued on page 27) 
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THE FIRE HAZARDS OF AIR 
CONDITIONING SYSTEMS 


Excerpts from an Address before 
The Mutual Underwriters Conference 
September, 1937 


By C. W. GUSTAFSON 


CHIEF ENGINEER 
MUTUAL FIRE PREVENTION BUREAU 


LTHOUGH the air condition- 
ing of buildings is by no 
means a development of re- 

cent origin, only within the past four 
or five years has there occurred any 
great interest or demand on the part 
of the public for this contribution 
to its comfort and health. For as long 
as twenty years, air conditioning sys- 
tems have been employed in flour 
mills, but principally only for the 
purpose of maintaining even condi- 
tions of humidity essential to the 
production of uniform grades of 
flour. Such humidifying systems 
have also been used in silk mills and 
in other establishments where con- 
trol of humidity is important. The 
modern complete air conditioning 
system, however, includes more than 
the mere circulation of air which 
has been humidified by being passed 
through water sprays. The com- 
plete system would provide: (1) 
Means for control of the air tem- 
perature, (2) Means for the control 
of the amount of moisture in the 
air, (3) Means for the distribution 
and circulation of the air, and (4) 
Means for removing dirt or odors 
from the air. Thus, air conditioning 
systems as popularly known by the 
public may consist of anything from 
a desk fan behind a battery of strips 
of cloth kept wet by a water spray to 
a giant system of ducts supplied with 
air at proper degrees of temperature 
and humidity from a central plant 
such as might be found in a large 
hotel. 


There are now on the market a 
number of unit type air conditioners 
intended for use in rooms of com- 
paratively limited size. Underwriters’ 
Laboratories has developed stand- 
ards for the design and construction 
of such devices and there are now 
some twenty manufacturers whose 
products appear in the “Laborator- 
ies” published list of Inspected Elec- 
trical Appliances. When such listed 
units are used under the conditions 
stated in the listing, the attendant 
fire hazard is light and we need not 
concern ourselves greatly regarding 
the probability of loss due to them. 


In the case of the large central 
plant systems, we have a very differ- 


ent picture before us for several 
rather serious fires have occurred in 
which the conditioning systems have 
either been the direct cause or have 
been the means by which fire and 
smoke have been communicated 
Therefore, as fire insurance under- 
writers and fire prevention engineers 
it is necessary that we acquaint our- 
selves with the possible hazards asso- 
ciated with such systems and the 
steps which should be taken to elim- 
inate these hazards, as well as to 
give attention to our underwriting 
rules and practices when an air con- 
ditioned building is under considera- 
tion. Let us first survey briefly the 
hazards inherent in the air condi- 
tioning equipment itself. 


A the modern installation usually 
involves cooling of the air, a 
refrigeration unit is a part of the 
system. In the smaller systems, this 
unit is not unlike that used in our 
present mechanical refrigerators con- 
sisting of a compressor with its driv- 
ing motor, the coils and condenser. 
In these a wide variety of refriger- 
ating mediums are available for use, 
some of which involve serious fire 
and explosion hazards as well as be- 
ing highly toxic to humans. Among 
those having distinct fire hazards are 
butane, propane and ethane, while 
sulphur dioxide may be classed as 
toxic. Obviously the use of highly 
flammable refrigerants is dangerous 
as in event of a leak or rupture in 
the refrigerating system, the gases or 
vapors would be carried through the 
building via the duct system. Like- 
wise, the use of a toxic gas such as 
sulphur dioxide or one of an irritat- 
ing nature such as ammonia might 
cause panic or in event of accom- 
panying fire hamper the work of the 
firemen. 

In the larger central plant systems, 
the compressor may be somewhat de- 
tached from the enclosure contain- 
ing the cooling coils. In such instal- 
lations it is common to pass cooled 
water or brine through the cooling 
coils, this water or brine having pre- 
viously been cooled by the main re- 
frigerating plant. Some of these 
larger systems of less modern design 
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may cool the air by passing it through 
a spray of cold water, a procedure 
which is satisfactory from the stand- 
point of cooling but objectionable be- 
cause of its increasing the moisture 
content of the air to an excessive 
degree. 

Fire protection engineers must, 
therefore, be familiar with refriger- 
ation processes generally and espe- 
cially with the hazards of the vari- 
ous refrigerants in use. 

To remove dust and dirt from the 
air, various types of filters are used 
some of which are made of flam- 
mable fabrics or fibers. This type of 
filter obviously introduces fire haz- 
ards of a serious nature, for should 
a spark enter the fresh air duct from 
the outside the flammable material 
of the filter would be ignited and the 
fire and smoke would be drawn into 
the duct system by the circulating 
fan. Some filters are built of steel 
wool, but the wool is sometimes im- 
pregnated with oil to assist in catch- 
ing the particles of dust passing 
through it. If this oil has a low flash 
point, we again have a hazard to 
contend with. 

With the installation of the com- 
plete air conditioning system combin- 
ing air heating for the colder sea- 
sons with air cooling for the warmer, 
the hazards associated with heating 
equipment are introduced. These 
hazards are well known to under- 
writers and need not be discussed 
here. 

As practically all air conditioning 
systems involve the use of electric 
motors for driving the refrigerating 
compressors, water pumps and cir- 
culating fans, the usual hazards at- 
tending electric power installations 
are present. 


Some mechanical hazards are also 
introduced in the way of fan bear- 
ings and the bearings on the refrig- 
erating equipment.. These are usually 
of a light order although proper lu- 
brication and maintenance are need- 
ed to avoid trouble. 


ORE serious than the hazards 

inherent in the air condition- 
ing equipment itself are the atten- 
dant hazards introduced by the sys- 
tem of ducts needed to distribute the 
conditioned air to the various floors 
and rooms of the building. Such 
ducts may be the means of almost 
destroying the value of both hori- 
zontal and vertical fire cut-offs in an 
otherwise standard building. 

In installations where a central 
plant is used with the conditioning 
system located in a basement power 
room, the duct system may pass 
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through floors, division walls and fire 
walls, destroying cut-offs which were 
originally provided. The compara- 
tively light gage metal used in duct 
work is obviously not the equivalent 
of a brick fire wall or a standard fire 
door for fire-stop purposes. Fur- 
ther, the duct system ofters an ex- 
cellent path by which smoke fumes, 
sparks, or smudge from what might 
be a comparatively small fire in one 
area may be communicated to sev- 
eral other areas with far-reaching 
results. In buildings equipped with 
automatic sprinklers, we must face 
another consideration, namely, the 
transmission of heat by the duct sys- 
tem. In a sprinklered building should 
a fire occur in one room or floor, it 
is not unlikely under unfavorable 
circumstances that enough heat 
would be carried through the ducts 
to other rooms or floors which would 
be sufficient to open a considerable 
number of sprinkler heads and cause 
heavy water damage in areas that 
might otherwise escape undamaged. 
In addition, such an _ occurrence 


might cause such a heavy drain on 
the water supply that excessive drop 
in pressure would follow, especially 
if water supplies were limited to be- 
gin with. 

It has become general practice to 
provide the ducts with a lining to 


eliminate noise transmission from 
the conditioning apparatus io vari- 
ous parts of the building, or from 
one part of the building to another, 
and to reduce heat transmission 
through the duct walls when the duct 
system is used for heating purposes. 
In some cases combustible linings 
made of wall board or a wood pulp 
composition have been used with dis- 
astrous results. Several instances of 
this nature will be discussed later in 
this paper. Obviously the answer to 
this problem is the use of non-com- 
bustible linings. 

When air conditioning duct systems 
are installed in existing buildings, 
it often becomes necessary for the 
sake of appearance to install the 
ducts on ceiling surfaces and pro- 
vide a false ceiling to effect an un- 
broken surface. This produces blind 
spaces in which fire may originate, 
as from faulty light wiring, to cause 
considerable damage because of the 
inaccessibility of such spaces to fire 
fighting operations. Such blind 
spaces should be avoided, but if 
necessary, false ceiling should be of 
non-combustible construction, as of 
metal lath and plaster. 

(At this point Mr. Gustafson gave 
an interesting account of fires result- 
ing from improperly installed air 
conditioning equipment and his ad- 
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dress continued as printed below.) 
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HESE (fires) and others of sim- 

ilar nature have moved fire pre- 
vention engineers to study the prob- 
lems involved and to develop regu- 
lations for their control. As a mat- 
ter of fact, the Committee on Blow- 
ers and Exhaust Systems of the Na- 
tional Fire Protection Association 
has produced such regulations and 
these are available in a pamphlet 
published by the National Board of 
Fire Underwriters entitled “Regula- 
tions for the Installation of Air Con- 
ditioning, Warm Air Heating, Air 
Cooling and Ventilating Systems.” 
These regulations are divided into 
two parts, Part 1 dealing with build- 
ings other than residences, and Part 
2 with residences only. It is sug- 
gested that each of you obtain a 
copy of this pamphlet in order that 
you may be fully informed of the 
requirements for safe air condition- 
ing installations. However, for the 
present it seems advisable to sum- 
marize in as brief a manner as pos- 
sible the more important points con- 
cerned. These concern Part 1 of the 
regulations only. 


Construction of Ducts. They shall 
be entirely non-combustible such as 
of iron, steel or other approved ma- 
terial. They may be of not less than 
three-quarter inch cement or gypsum 
plaster on metal lath. Only fire re- 
sistive linings may be used within 
ducts. They shall be tightly formed 
and substantially constructed, and if 
of metal shall be of from 18 gage to 
26 gage material depending on the 
size of the duct as given in a table 
in the regulations. 


Installation of Ducts. Shall not be 
nearer than 6 inches ‘to stored com- 
bustible material and not nearer than 
one-half inch to combustible con- 
struction including plaster on wood 
lath. Suitable non-combustible ma- 
terial shall be used to seal openings 
around ducts where they pass 
through floors, walls or partitions. 
In concealed ceiling spaces or within 
walls of combustible construction a 
clearance of one-half inch shall be 
maintained or the ducts shall be pro- 
tected by one-quarter inch asbestos 
or other approved insulating mate- 
rial. Ducts which pass through floors 
of fire resistive or mill construction 
in which vertical openings are gen- 
erally protected shall be encased in 
4 inch tile or gypsum block or their 
equivalent except for branch ducts 
which are cut off from the main por- 
tion by approved fire dampers. Ducts 
shall be suitably protected when sub- 
ject to damage or rupture and shall 


be substantially supported by metal 
hangers or brackets. 


Automatic Fire Doors and Damp- 
ers. The passing of ducts through 
fire walls should be avoided wher- 
ever possible, but when ducts pass 
through fire walls approved auto- 
matic fire doors are required on both 
sides of the wall with fusible links to 
cause automatic closing in event of 
fire. Where ducts pass through fire 
partitions, such as a wall dividing 
only one story into two divisions, an 
approved fire damper shall be pro- 
vided. Dampers are also required 
on all outlet and inlet duct openings 
when ducts pass through floors and 
serve more than one story. Outside 
air intake openings shall be protected 
with approved automatic fire doors 
except in cases of light exposure 
when the inspection authority may 
give permission to omit them. The 
regulations include sketches which 
illustrate vairous types of fire door 
and damper arrangements. 

Air Intakes and Outlets. Air shall 
not be recirculated from any space 
in which objectionable quantities of 
flammable vapors, flyings or dust are 
given off. They shall be provided 
with grilles or screens of one inch or 
smaller mesh if less than 7 feet above 
the floor. 


Air Filters. Combustible air filters 
should not be used unless they are 
in themselves, or by treatment, suf- 
ficiently fire resistive so that fire 
spreading over the filter when loaded 
with dust and under operating condi- 
tions will not be materially fed by 
burning of the filter itself. Oil or 
other liquid adhesive coatings used 
on air filters shall have a flash point 
not lower than 350 degrees F. Cleve- 
land open cup tester. Air filters shall 
be kept free of excess dust and com- 
bustible materials. 


Fans. Shall be readily accessible 
for lubrication and maintenance. 
Fans and other air handling equip- 
ment including washers, heating and 
cooling units should be in a room 
cut off from other portions of the 
building by construction having a 
fire resistance rating of not less than 
one hour (such as metal lath and 
plaster) when (a) the main portion 
of the duct system passes through 
floors of fire resistive or mill con- 
struction with protected vertical 
openings or (b) when the system 
serves more than a single room of 
a public or institutional building. 
Examples of public buildings are 
schools, assembly halls and theatres ; 
and of institutional buildings, hospi- 
tals, asylums, sanitariums and jails. 


Controls. Each installation shall 

















be equipped with a manual control, 
located at a conveniently accessible 
point for quick shutting down in case 
of fire. In systems utilizing recir- 
culation, serving more than one story, 
or more than one fire section of a 
single story, fans shall be arranged 
to shut down automatically if the 
temperature of the air in the system 
becomes excessive, as from a fire. 
This shall be a manually-reset ther- 
mostatic device, with a maximum 
setting of 125 degrees F., located in 
the system at a suitable point in the 
return air duct ahead of the fresh 
air intake. 

Electric Wiring and Equipment. 
To be in accordance with the Na- 
tional Electrical Code. 

Air Cooling and Heating Equip- 
ment, Cooling coils carrying refrig- 
erants which are flammable or which 
are classified by Underwriters’ Lab- 
oratories in toxicity classifications 
Groups | to 4 inclusive shall not be 
placed in air ducts or other air cir- 
culating passages. In these groups 
fall ammonia, butane, ethane, pro- 
pane, ethyl and methyl bromide, sul- 
phur dioxide and others. Groups 5 
and 6 contain carbon dioxide, di- 
chlorodifluoromethane, methylene 
chloride and several others. Heating 
equipment shall be installed in a 
standard manner with due regard to 
proper clearance from combustible 
material. ; 

Residences. The regulations cov- 
ering installations in _ residences 
found in Part 2 of the pamphlet are 
quite similar to those for other build- 
ings so far as duct construction, 
clearance from combustible mate- 
rial, air filters, and air cooling and 
heating equipment are concerned. 
Considerable information is given on 
the protection of ducts when pass- 
ing through walls or partitions and 


_ for the installation of hot air reg- 


isters. Considerable progress has 
been made toward equipping resi- 
dences with air conditioning sys- 
tems of the central plant type and 
it is important that we be prepared 
to advise interested parties of the re- 
quirements of a safe installation. 


In conclusion let me suggest that 
you gentlemen as fire insurance un- 
derwriters give careful study to the 
probabilities of excessive loss from 
smoke, smudge and water in build- 
ings equipped with air conditioning 
systems. The loss reports I have re- 
lated to you give some indication of 
what can be expected unless care is 
taken to see that the original instal- 
lations are correctly made and that 
existing installations are made stan- 
dard. Those installations which fol- 
low the regulations closely may be 
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regarded as reasonable safe. You 
should request that your engineers 
make complete reports on all instal- 
lations with special attention to the 
type of duct linings if any, the pierc- 
ing of fire walls and fire resistive 
or mill constructed floors, the provi- 
sion for fire doors and dampers in 
ducts, and the type of refrigerant. 
Your engineers’ reports should also 
include information on the suscepti- 
bility of the building and the contents 
to smoke damage. Obviously a build- 
ing having an artistic interior finish 
would need much more in the way of 
redecorating in event of smoke dam- 
age than would an ordinary office 
building, for instance. Likewise. 
heavy smoke damage to a stock of 
groceries as an example may mean a 
total loss whereas a stock of hard- 
ware would probably be little dam- 
aged. On these factors a great deal 
depends in establishing the probabil- 
ity and extent ofsfire loss. 


Mutual Underwriters 


Conference 

THE URGING OF THE MUTUAL 
COMPANIES TO TAKE THE LEAD IN 
seeking a comprehensive revision of 
the standard fire insurance policy, 
and not to satisfy themselves with 
such minor changes in its provisions 
as have been advocated in other 
quarters, proved one of the more 
interesting developments of the 
largely attended Ninth Annual Un- 
derwriters Conference of the Fed- 
eration of Mutual Fire Insurance 
companies, which met the latter part 
of September at Chicago’s Edge- 
water Beach Hotel. 

The proposals recently advanced 
by the National Association of In- 
surance Commissioners for revision 
of the standard fire policy were dis- 
cussed by Chase M. Smith, counsel 
for the National Retailers Mutual 
Insurance company, Chicago, who 
first brought the necessity for such a 
change to wide public attention a 
year ago, when he delivered an ad- 
dress on the question before the 
American Bar Association’s conven- 
tion at Boston. 

“My idea is,” Smith declared, 
“that the recommendation of the 
Federation of Mutual Fire Insur- 
ance companies should be that we 
have little interest in the minor cor- 
rections that have been presented to 
us thus far; that we think they are 
all right, but do not properly dispose 
of the situation; that their adoption 
will serve merely to add to the non- 
uniformity now existing; that they 
do not improve the contract from 
the standpoint of the companies, and 
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that the practical result of their be- 
ing offered to legislatures as isolated 
corrections will simply invite a great 
mass of additional amendments, 
many of which might be ill-advised 
and harmful to the companies.” 

While approving as a whole the 
recommendations of the insurance 
commissioners, Smith suggested ad- 
ditional points which should be cov- 
ered in any revision. They are: an 
amendment to the cancellation clause 
to contain provisions substantially 
the same as in the present automo- 
bile policies; an improvement in the 
subrogation clause to require the co- 
operation of the insured; a compre- 
hensive revision, and an inclusion in 
the policy of the provisions con- 
cerning the mortgagee; a provision 
concerning friendly fires and cig- 
arette losses; and a provision con- 
cerning the application of building 
laws and zoning regulations. 

Most interesting of the engineer- 
ing discussions was that of “The 
Hazards of Air Conditioning”, by 
C. W. Gustafson, chief engineer of 
the Mutual Fire Prevention Bureau, 
Chicago. He listed the major danger 
points in air-conditioning systems, all 
of which can be overcome by en- 
gineering control. (See text else- 
where. ) 

The Conference opened with an 
address upon “Our Economic Fu- 
ture”, by Dr. Walter Lichtenstein, 
economist of Chicago’s First Na- 
tional Bank. Much of the first day’s 
sessions were devoted to round-table 
discussions of reinsurance relations, 
uniform reinsurance contracts, and 
the development of the central re- 
porting of classified loss experience 
by the mutual companies. New de- 
velopments in the inland marine 
field,. with special reference to the 
program now being carried out by 
the Mutual Marine Conference, 
were sketched by T. L. Osborn, Jr., 
inland marine manager of the Na- 
tional Retailers Mutual Insurance 
company, Chicago, and chairman of 
the Mutual Marine Conference’s un- 
derwriting committee. The under- 
writing of dwelling houses was the 
subject of a paper by B. Rees Jones, 
president of the Town Mutual 
Dwelling Insurance company, Des 
Moines, Ia. He asserted that close 
inspection of dwelling risks is im- 
portant for mutual companies which 
hope to be successful in this field. 

The necessity for educating agents 
in the principles which are the basis 
of mutual insurance was urged by 
John A. Arnold, vice president of 
the Federal Mutual Fire Insurance 
company, Boston, in an analysis of 


(Continued on page 27) 
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GRAND RAPIDS HOST TO 
MUTUAL CONVENTION 


HE apparent realization by both 
"Tt aan speakers and the mu- 

tual insurance leaders in attend- 
ance that there should be inculcated 
in the public mind a greater interest 
in the stake which the average man 
has in the solution of current insur- 
ance problems—in contrast with de- 
voting a major part of the available 
time to technical discussions of in- 
ternal affairs—proved the most inter- 
esting development of the 42nd an- 
nual convention of the National As- 
sociation of Mutual Insurance Com- 
panies, the 21st annual meeting of 
the Federation of Mutual Fire In- 
surance Companies, and the 7th an- 
nual Mutual Insurance Advertising- 
Sales Conference. The three ses- 
sions were held concurrently at the 
Hotel Pantlind, Grand Rapids, Mich., 
on October 4, 5, 6, and 7. 

From authoritative speakers upon 
such varied topics as the Social Se- 
curity Act, governmental crop insur- 
ance, the current controversy be- 
tween business and certain bar groups 
as to what constitutes the practice of 
law, highway safety, arson control. 
advertising, and general business 
conditions the thousand mutual in- 
surance executives assembled for the 
conventions heard again and again 
of the necessity for educating the 
general public in the fact that the 
satisfactory solution of the problems 
now facing insurance men is a matter 
in which the public is intimately con- 
cerned. Such education was termed 
one of the most important tasks now 
facing insurance. 

The theme ran through the ad- 


dresses of Dr. Arthur J. Altmeyer. 
Washington, D. C., chairman of the 
Social Security Board, who told the 
first general meeting of the National 
Association of the difficulties with 
which Social Security is attempting 
to cope; of Judge Lee E. Skeel. 
chairman of the Cleveland Safety 
Council, who spoke upon the motor 
accident problem; of R. C. Stein- 
metz, chief investigator for the Mu- 
tual Fire Prevention Bureau, Chica- 
go, whose subject was the control of 
arson. 

Routine business transacted by the 
combined conventions included the 
tentative awarding of the 1938 con- 
ventions to Syracuse, N. Y., the elec- 
tion of officers, and the determining 
of the program which will be carried 
out by the Mutual Marine Confer- 
ence during the coming year. The 
officers chosen were: 

Federation of Mutual Fire Insur- 
ance Companies—president, L. G 
Purmort, Van Wert, Ohio; vice-pres- 
president, L. D. Baker, Lansing, 
Michigan; and secretary-treasurer, 
A. V. Gruhn, Chicago. 

National Association of Mutual 
Insurance Companies — president. 
Frank Bishop, Pawtucket, R. I.; vice 
president, A. E. Anderson, Cotton- 
wood, Minn.; secretary, Harry P. 
Cooper, Indianapolis, Ind.; treas- 
urer, Frank B. Fowler, Indianapolis. 
Ind. ; and national councillor, United 
States Chamber of Commerce, W. E 
Straub, Lincoln, Nebr. 

Mutual Insurance  Advertising- 
Sales Conference—president, L. K 
Sharp, Des Moines, Iowa; vice pres- 


ident, Paul W. Purmort, Van Wert, 
Ohio ; and secretary-treasurer, W. C. 
Sampson, Wausau, Wis. 

The executive committee of the 


Mutual Marine Conference will again 
be headed by R. M. Rogers, Kansas 


City. Other members chosen are: 
John A. Arnold, Boston; J. J. Beall, 
Seattle; I. G. Saltmarsh, Indianapo- 
lis; and H. U. Brown, Stevens Point, 
Wis. The underwriters committee, 
composed of T. L. Osborn, Jr., Chi- 
cago, R. E. Morris, Boston, G. E. 
Madden, Kansas City, Tom Hollo- 
ran, Indianapolis, and E. J. Raabe, 
Van Wert, Ohio, was left intact. 


Most important of the tasks to be 
undertaken by the Mutual Marine 
Conference during the coming year 
is a thorough study of motor truck 
cargo insurance, including further 
development of motor truck cargo 
formula, general revision of motor 
cargo forms, a bulletin on the rulings 
and forms of the Interstate Com- 
merce Commission, a study of the 
effect of the Bureau of Motor Car- 
riers upon the motor truck transpor- 
tation problem, and the investigation, 
inspection, and approval of equip- 
ment. There will also be a revision 
of forms and the development of a 
rate formula in the bailees’ customers 
field, the preparation of a uniform 
proof of loss, and the drafting of 
new forms for theatrical floater, mor- 
ticians’ liability, bridges, contractors’ 
equipment, and installation risks. 


SeERUAeS the most thorough of 
the convention address was that 
upon Social Security problems de- 
livered by Dr. Arthur J. Altmeyer at 
the National Association’s opening 
general session. Among the points 
which he made were: 




















That the mutual insurance com- 
panies have for many years led the 
way in implementing the practical 
drive for security, and that the So- 
cial Security organization owes a 
debt to insurance generally for les- 
sons in operating technique; 


That the consensus within the So- 
cial Security organization is that cov- 
erage should be broadened as soon 
as possible to include the workers 
now outside the plan; 

That social insurance, on so broad 
a scale as the present plan, cannot 
be expected to furnish total security 
to the individual, but can hope to 
furnish merely a backlog of security ; 
that the plan has helped and will con- 
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tinue to help the sale of private in- 
surance by making the American peo- 
ple more insuranee-conscious; and 
that the basic principle of social in- 
surance, even by the Federal govern- 
ment, must be identical with that un- 
derlying private insurance—the cer- 
tainty that benefits will be paid when 
due. He used this last point as the 
basis for justifying the reserve the- 
ory of the Social Security Act as 
against the pay-as-you-go theory 
which has been advanced in other 
quarters as the proper method for 
governmental social insurance to fol- 
low. 

Other speakers on the program 
were Hon. Charles E. Gauss, Michi- 
gan’s commissioner of insurance, 
who welcomed the executives on be- 
half of the state; L. P. Dendel, Lans- 
ing, who welcomed them on behalf of 
the State Association of Mutual In- 
surance Companies of Michigan, of 
which he is secretary-treasurer, and 
which was host to the combined con- 
ventions; and Roy J. Chase, Lock- 
port, N. Y., retiring president of the 
National Association of Mutual In- 
surance Companies. The reports of 
secretary Harry P. Cooper, treasurer 
Frank B. Fowler, and national coun- 
cillor W. E. Straub were likewise 
heard at this session. 

The automobile accident situation, 
ever an interesting topic at insurance 
gatherings, was discussed in a lunch- 
eon address by Judge Lee E. Skeel, 
chairman of the Cleveland Safety 
Council, as well as in the sessions of 
the automobile insurance group. He 
stressed the necessity for education 
to develop public sentiment against 
accidents, holding that this is even 
more important than either safety 
engineering or rigid law enforce- 
ment, and gave as a concrete exam- 
ple of the effectiveness of education 
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the marked reduction that it has been 
able to achieve in cutting down fleet 
accidents. He termed the “fixing” of 
tickets the greatest obstacle to effec- 
tive law enforcement, in that it de- 
velops in the person thus escaping 
punishment an artificial feeling of 
being above the law. He also pointed 
out the need for greater supervision 
of pedestrians. 

Another angle of the accident situ- 
ation, although its connotations go 
far beyond accidents or even insur- 
ance, was the analysis of the contro- 
versy between business and certain 
bar groups now going on as to what 
constitutes the practice of law, which 
was made by several speakers. It 
was pointed out that this is a matter 
in which the public interest must be 
considered as above any narrow 
technical considerations tending to 
make of lawyers a privileged class. 


The claim that the professional ar- 
son rings have largely disappeared. 
which has been made of late, was de- 
nied by R. C. Steinmetz, chief inves- 
tigator for the Mutual Fire Preven- 
tion Bureau, Chicago, who asserted 
that they are as active as ever. 

“Existing conditions regarding the 
present arson problem should be 
forcefully brought to the attention of 
the public and the policyholders,” he 
declared. “Higher fire insurance pre- 
miums will necessarily ensue if the 
arson problem is not promptly recog- 
nized and dealt with. To my mind 
there is today as great a need for the 
study of arson and pyromania as 
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Here’s Hoping The Owner Had A Comprehensive Policy. 


IS LOSS PAYABLE CLAUSE 
A SEPARATE CONTRACT? 


Odd Decision of Oklahoma Supreme Court Discussed 
By GEORGE W. GOBLE 


PROFESSOR OF LAW 
UNIVERSITY OF ILLINOIS 


HE recent case of Aetna Insur- 
ance Co. v. Woods Lumber Co. 
(Supreme Court of Oklahoma, 
June 8, 1937) held that a simple or 
open loss payable clause on a policy 
procured by a mortgagor, and mak- 
ing the policy payable to a mortgagee 
as his interest may appear, is a sepa- 
rate and independent contract be- 
tween the mortgagee and the insur- 
ance company, and consequently the 
mortgagee is not bound by the clause 
in the policy prohibiting suit more 
than twelve months after the date of 
loss. 
In reaching this conclusion the 
Court completely ignored the pur- 
pose of a mortgage clause as shown 


by its history, and advanced a theory 
contrary to the overwhelming weight 
of authority in the United States. 
Prior to 1858 the only type of en- 
dorsement used by insurance com- 
panies for making a policy payable 
to a mortgagee was the simple loss 
payable clause. That year there were 
several court decisions to the effect 
that such a clause made the mort- 
gagee only an “appointee” to receive 
the proceeds of the policy, and that 
consequently, if the mortgagor by 
reason of his breach of condition 
lost his right to recover on the policy, 
so did the mortgagee. The courts 
said that there was but one contract, 
and the mortgagee’s rights were de- 





termined by it and were subject to 
all its limitations. This interpretation 
of the simple loss payable clause has 
continued to the present day. But 
mortgagees, unwilling or reluctant to 
accept insurance if without their 
fault it could be avoided by the acts 
or neglects of the mortgagor, de- 
manded a form in which their rights 
would not be imperiled by the con- 
duct of the mortgagor. To meet this 
demand, the standard mortgage 
clause was devised. Under it the 
courts have consistently held that the 
mortgagee’s rights are not subject to 
avoidance by the “acts or neglects” 
of the mortgagor. Hence the law 
offers underwriters endorsements for 
either of two purposes. If it is de- 
sired to make a mortgagee’s rights 
subject to the conditions of the 
policy, a simple loss payable clause 
is attached. If it is desired to make 
the mortgagee free of such condi- 
tions, a standard clause is attached. 


DN aaelbcoetd to aaa cao many 
courts (including those of Okla- 
homa), in reaching the justifiable 
result that under a standard clause 
a mortgagee is not subject to the 
conditions of the policy, stated that 
the theory upon which this conclu- 
sion was based was that the mort- 
gagee had a contract with the com- 
pany separate and independent from 
that of the mortgagor. These courts 
reasoned that a breach of condition 
by the mortgagor made the contract 
void by its own terms. A void con- 
tract cannot be the basis of the mort- 
gagee’s rights. Hence, they said, 
there must be two contracts, one with 
the mortgagor, which, because of the 
mortgagor’s breach of condition, has 
become void, and one with the mort- 
gagee, which remains unaffected by 
the mortgagor’s breach. 

This reasoning seems unsound, and 
has been criticised by able judges. 
There is but one offer, one accept- 
ance, one consideration, and hence 
but one contract, and that contract is 
made between the mortgagor and the 
insurance company for the benefit of 
the mortgagee (as well as the mort- 
gagor). The agreement satisfies 
every requirement of a third party 
beneficiary contract. It is true that 
the contract gives greater protection 
to the mortgagee than to the mort- 
gagor. But there is no reason why 
that cannot be done by express terms. 

The danger lurking in the poor 
logic of the courts taking this view 
is well illustrated in the present case, 
where the Court applies to the simple 
loss payable clause the erroneous in- 
dependent contract theory that had 


bee 
to 
me: 
err 
Th 
by 


but 
wh 
not 
giv 
eve 
to 

do! 
not 
pol 
dec 


ing 


an 
gas 











been previously applied exclusively 
to the standard clause, with such 
meagre reason as there was for the 
erroneous theory completely absent. 
The only basis for the result assigned 
by the Court is “not the type of 
mortgage clause which is attached, 
but is the general type of contract in 
which it is placed.” But there is 
nothing in the policy itself which 
gives the mortgagee any rights what- 
ever. The mortgagee has rights only 
to the extent that the mortgage en- 
dorsement gives them. There is 
nothing in the standard Oklahoma 
policy itself, nor in previous court 
decisions interpreting the policy, giv- 
ing the least support to the view that 
a mortgagee’s contract is separate 
and independent from the mort- 
gagor’s. 
ee @ ® 


As EN we analyze the case apart 
from history and precedent, we 
come to the same conclusion. The 
simple loss payable clause sets out no 
terms or conditions of insurance. It 
provides simply that, “Loss, if any, 
under this policy shall be payable to 
the mortgagee as his interest may 
appear.” Now, if a mortgagee’s con- 
tract under this clause is separate 
and independent from the mort- 
gagor’s contract, what are its terms? 
When does the insurance begin and 
when does it end? May the insur- 
ance be cancelled by either party, 
and, if so, what notice is required? 
Suppose the property becomes vacant 
and continues so for six months, or 
that high explosives are brought and 
kept upon the premises, or that ad- 
ditional insurance on the property is 
procured without the company’s con- 
sent. Would any of these occurrences 
affect the validity of the mortgagee’s 
insurance? How are the terms of 
the mortgagee’s contract to be deter- 
mined? Three possibilities suggest 
themselves. 


(1) For some vague reason, based 
upon public policy, the Court might 
read into the loss payable clause, by 
implication of fact or law, certain 
contractual provisions to apply as 
between the mortgagee and the in- 
surance company. But the form for 
all fire policies issued in Oklahoma 
is required by statute. The Court 
would hardly be justified in assuming 
that the parties intended to make, or 
in implying on its own account, a 
contract not permitted by law. But 
if it implied the only contract legally 
permitted, it would have the very 
same contract that was issued to the 
mortgagor in this case, including the 
twelve-months limitation clause. That 
being so, the period for bringing an 
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action set out in the statutory policy 
would control the parties, rather than 
the general statute of limitations. 
There is no justification in fact or 
law for this circuitous logic. It 
would be simpler to say in the first 
place that the policy itself sets forth 
the contract of both the mortgagor 
and mortgagee. 

(2) The Court might incorporate 
some of the provisions of the at- 
tached policy into the mortgagee’s 
contract and exclude others. Some 
courts have held that the so-called 
56-59 clause, found in lines 56 to 59, 
warrants doing this very thing. That 
clause provides that if a mortgagee 
has an interest in the policy, “the 
conditions hereinbefore contained 
shall apply.” But there are a number 
of conditions (including the twelve- 
months limitation provision) set out 
below this clause. Since the condi- 
tions stated above this 56-59 clause 
are expressly said,to apply to a 
mortgagee, by clear inference, say 
some courts, those conditions stated 
below this clause do not apply to a 
mortgagee. The twelve-months limi- 
tation provision beitig below the 
clause referred to, on this theory the 
result could have been reached in 
this case that the mortgagee is ex- 
empt from its operation. Such a con- 
struction, however, involves but one 
contract, with the mortgagee ex- 
empted from certain of its conditions 
by virtue of its own terms. But the 
Court for some reason chose not to 
rest its decision upon this ground. 

Aside from the 56-59 clause, to 
which the Court made no reference, 
there is no justification whatever for 
creating the mortgagee’s contract by 
including some and excluding other 
provisions of the policy to which the 
clause is attached. Even if there were 
evidence that the parties intended 
some such operation, to put it into 
effect would be unlawful, since it 
would result in a policy with pro- 
visions different from those required 
by statute. 

Furthermore, such a_ procedure 
would subject the rights of both the 
mortgagee and the insurance com- 
pany to the uncontrolled discretion 
of the particular court before whom 
the matter happened to be pending. 
It would take away from a mort- 
gagee’s contract those elements in- 
dispensable to insurance—certainty 
and security. Such procedure is 
therefore to be condemned. 

(3) The only sound analysis of 
this type of case would seem to in- 
dicate, as previously stated, that the 
rights of the mortgagee are deter- 
mined by the terms and conditions 
of the policy to which the loss pay- 
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able clause is attached. Since there is 
but one offer, one acceptance and one 
consideration, it is clear that there is 
but one contract, and that that one 
contract is made between the mort- 
gagor, who applied and paid for the 
policy, and the insurance company 
who issued it. But since the policy 
confers certain benefits upon the 
mortgagee, he is a third party bene- 
ficiary. It is well settled that in the 
absence of a provision to the con- 
trary, a third party beneficiary is 
subject to all the terms and condi- 
tions that apply to the contracting 
parties. Just as his rights are created 
by the terms of the contract between 
the mortgagor and the insurance 
company, in like manner are those 
same rights limited and conditioned. 

This analysis seems to be the only 
possible one, since not only is the 
loss payable clause insufficient in and 
of itself to constitute a contract, but 
it expressly has to do with a “loss 
payable under this policy.” This 
policy can only mean the document 
to which the clause is attached. And 
that document is a single contract 
composed of all the terms and condi- 
tions therein set out. Every limiting 
clause and condition, including the 
twelve-months limitation provision, 
is as much a part of the contract as 
any other clause. 


The only basis for exempting the 
mortgagee from any provisions of 
the contract would be that express 
language in the policy or the mort- 
gagee clause required it. To exclude 
provisions from application to the 
mortgagee for this reason would be 
rational and understandable. It is on 
this ground that practically all courts 
have held, as stated above, that a 
mortgagee’s rights under a standard 
or union clause are unaffected by the 
mortgagor’s non-compliance with the 
conditions of the policy. But the 
Court completely ignored the distinc- 
tion between these two types of mort- 
gage clauses and held that there was 
a separate and independent contract 
even under a loss payable clause. 
For the reasons set forth, the Court’s 
view must be rejected as unsound in 
theory, and contrary to the over- 
whelming weight of authority in the 
United States. 


HIS criticism does not mean that 
the result in the case under re- 
view is necessarily wrong. While 
it is true that the conditions of the 
policy apply alike to mortgagee and 
mortgagor, it is also true that com- 
pliance with any condition may be 
waived by the company. If the com- 
(Continued on page 27) 
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there is for study of the traffic prob- 
lem.” 

Companies writing hail insurance 
on crops were reassured by W. H. 
Rowe, senior agricultural economist 
of the United States Bureau of Ag- 
ricultural Economics, that the crop 
insurance plan pending before Con- 
gress will not interfere materially 
with their business. He gave a thor- 
ough analysis of the technical fea- 
tures of the plan, of its legislative 
status, and of the reasons for believ- 
ing that its successful operation is 
possible. 

The opportunities which are pres- 
ent for youth in the mutual insurance 
business today were outlined by B 
Rees Jones, of the Town Mutual 
Dwelling Insurance Company, Des 
Moines. He has recently conducted 
a survey of the larger mutual fire and 
casualty insurance companies’ per- 
sonnel, and declared that they now 
employ approximately 135% more 
persons than during the year of 1929 
That there are opportunities for 
youth in this situation is revealed by 
the fact that about 65% of these 
employes, excluding agents on com- 
mission, are under 35 years of age. 

Other addresses of general inter- 
est during the convention were: 

‘What Is Ahead for Business,” by 
Phil S. Hanna, editor of the Chicago 
Journal of Commerce. 

“Investments,” by Harland H. Al- 
len, Chicago economist. 

“The State College in Cooperation 
with Mutual Insurance,” by Prof 
Henry Giese, of Iowa State College. 

“New Methods of Underwriting 
Automobile Insurance,” by E. W. 
Sawyer, of the Liberty Mutual In- 
surance Company, Boston. 

“Guest Liability as Affecting the 
Cost of Insurance,” by Harold S. 
Evans, of the Allied Mutual Auto- 
mobile Association, Des Moines. 

“Effective Claims Investigation 
and Adjustments,” by L. J. Carey, 
of the Michigan Mutual Liability 
Company, Detroit. 

“State Electrical Inspection,” by 
A. T. Babbitt, chief inspector of the 
State Electrical Administrative Board 
of Michigan. 

Outstanding social event of the 
conventions was, of course, the Na- 
tional Association banquet held on 
Wednesday evening, October 6. More 
than 900 of the delegates and their 
ladies attended the affair, at which 
retiring president Roy J. Chase 
served as toastmaster, and Dr. John 
L. Davis, New York, as principal 
speaker. President Chase received 
a set of sterling flatware as the token 
of esteem traditionally accorded re- 
tiring chief executives. The presen- 
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tation was made by J. J. Fitzgerald, 
Indianapolis, who had preceded in 
the presidency. 

While the general meetings were 
of the widest interest appeal, the 
group sessions attracted crowds to 
various programs dealing with spe- 
cial subjects. These sessions taken 
as a whole constituted in reality a 
broad educational lecture course in 
many aspects of insurance. The en- 
tire convention was excellently man- 
aged with the meetings timed to give 
the largest possible number an op- 
portunity to benefit by attending dif- 
ferent gatherings. 

30th the Association and the Fed- 
eration held executive sessions at 
which business of particular inter- 
est to members was discussed and 
the general policy of the organiza- 
tions was laid out for the coming 
year. 


Several of the major addresses 
will be found printed on other pages, 
either entire or summarized. Other 
high light papers have been reserved 
for subsequent issues. The Adver- 
tising Conference is separately re- 
ported, beginning on page 25. 

Two golf tournaments were held 
during the conventions, the men ne- 
gotiating the Blythefield Country 
Club course, and the ladies playing 
over the course of the Cascade Hills 
Country Club. Scores and prize win- 
ners will be found noted in another 
column. 


A full program was carried 
through by the Ladies Auxiliary, 
which now numbers 228 members. 
The first event was a Sunday eve- 
ning concert. On Monday there was 
a reception and tea at the Hotel Pant- 
lind, which was followed by a mus- 
icale, a style show sand lecture on 
“The Magic of the Potter’s Wheel” 
rounded out the entertainment. 
Meetings were held on Tuesday and 
Wednesday, the former being of ex- 
ceptional interest because of the 
many well known names in mutual 
circles being represented. On the 
program were: 

TUESDAY, OCTOBER Sth 
10:00 A.M. Ladies’ Auxiliary Meeting— 
Pantlind Hotel Ball Room 
Call to Order-—-Mrs. J. J. Fitzgerald, 
President 
Singing—Leader, Mrs. George G. Ma- 
Dan, Lansing, Michigan 

Devotional—Mrs. E. J. Brookhart, Ce- 

lina, Ohio 
Address of Welcome—Mrs. L. P. Dendel, 
Chairman, Ladies’ Committe, Lansing, 
Michigan 

Response—Mrs. O. E. Hurst, Lexington, 
Kentucky 

Welcoming of New Members — Mrs. 
Harry P. Cooper, Indianapolis, Indiana 

Minutes of Last Meeting—Mrs. Guy C. 
Eaby, Secretary, Lancaster, Pennsyl- 
vania 


Report of Secretary-Treasurer — Mrs. 
Guy C. Eaby 
Address—J. W. Huntington, Manager, 
Ohio Department of The Mill Mu- 
tuals, Columbus, Ohio 
Community Singing — Leader, Mrs. 
George G. MaDan ’ 
The tL.adies Committee consisted 
ot: 
Mrs. L. P. Dendel, Chairman 
Mrs. George MaDan, Vice-Chairman 
Mrs. H. J. Andres Mrs. John Ott 
Mrs, S. L. Baker Mrs. G. W. Peterson 
Mrs. W. V. Burras’ Mrs. C. Senf 
Mrs. John DeHoog’ Mrs. H. W. Stoker 
Mrs. Walter DeHoog Mrs. Charles White 
Mrs. D. H. Ederlee Mrs. Milo White 
Mrs. W. J. Haynes Mrs. H. E. Wilson 





Prize Winners 1937 
Mutual Golf Tournament 


THE ANNUAL MUTUAL GOLF TOUR- 
NAMENT WHICH BRINGS TOGETHER 
some of the world’s leading divot 
diggers, was played at the Blythefield 
Country Club in Grand Rapids on 
the Monday preceding the main busi- 
ness sessions of the Convention. 


Prizes for those individuals fortunate 
enough to finish “in the money” were do- 
nated by: Michigan Mutual Liability Com- 
pany; Lumbermens Mutual Insurance 
Company; Atlantic Mutual Fire Insurance 
Company; Federal Hardware & Imple- 
ment Mutuals; Lumbermens Mutual Cas- 
ualty Company; Berkshire Mutual Fire 
Insurance Company; Millers Mutual Fire 
Insurance Association of Illinois; Paw- 
tucket Mutual Fire Insurance Company ; 
Central Manufacturers Mutual Insurance 
Company; Michigan Millers Mutual Fire 
Insurance Company; Pennsylvania Lum- 
bermens Mutual Fire Insurance Company ; 
Millers Mutual Fire Insurance Company 
of Harrisburg; Mill Owners Mutual Fire 
Insurance Company; State Mutual Fire 
Insurance Company; Ohio Hardware Mu- 
tual Insurance Company; Millers National 
Insurance Company; Pennsylvania Millers 
Mutual Fire Insurance Company; Millers 
Mutual Fire Insurance Company of Texas; 
National Retailers Mutual Insurance Com- 
pany; Pioneer Reserve Mutual Fire In- 
surance Company; and Houston Dunn, 
donor of the cup bearing his name. 


Recipients of these prizes were: 


Low Gross 

(Grain Dirs. Cup)... .Eugene Arms 
Low Net (With Handicap) 

(Houston Dunn Cup) A. H. Cheese 
Matcu Piay AGAINST 

Par (no handicap) . ..John Buxton 

(Fed’l Hdwe. Cup) 


BLIND Bocey 


NS 6 cs  yacncery cat A _H. Timanus 
SL ERE ry H. K. Stafford 
WMS 0 cede cane J. E. Hansen 


Lowest No. oF Putts 
(Cent. Mfrs. Cup) 


2np Lowest No. or Putts. Ben Vine 
Most Birpigs......... D. F. Raihle 


First FLIGHT 
(0-16 handicap) 


Harry Carson 


ere oe Murtagh 
ee. SRT A. H. Krueger 
je | ee rae E. J. Brookhart 


(Continued on page 26) 
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OPERATION OF SOCIAL SECURITY ACT 


EXPLAINED BY 


UCH confusions as currently ex- 
ist over the operation of the 
Social Security Act are largely 

due to public failure to evaluate 
properly three elements, declared Dr. 
Arthur J. Altmeyer, Washington, 
D. C., chairman of the Social Secu- 
rity Board, in an address delivered 
at the recent mutual convention at 
Grand Rapids, Mich. The elements 
are: 


The scope and purposes of the 
Social Security Act; 

The administrative problems aris- 
ing out of the sheer magnitude of 
the project; 

The close inter-relationship —be- 
tween the four factors of taxation, 
coverage, reserves, and benefits, a 
relationship which must of necessity 
be considered in any changes pro- 
jected in what is admittedly no per- 
fect solution of the problem of pro- 
viding social insurance. 

“The Social Security Act has been her- 
alded, alike by its friends and by its 
critics,” Dr. Altmeyer pointed out, “as 
something new upon the American scene. 
To a certain extent that is true. It is new 
for the United States to recognize by law 


the necessity of national safeguards against 
nationwide economic hazards. It is new to 


gauge government action for the common - 


welfare in the long terms of prevention as 
well as protection. And it is unquestion- 
ably new for the Federal government to 
make itself a party to such an enterprise. 

“But neither the purposes nor the prin- 
ciples of the Act are new to the American 
people. Most certainly they are not new 
to you who represent our great mutual 
insurance companies. Indeed, you have for 
many years led the way in the practical 
business of implementing the human drive 
for security. And to your pioneer efforts 
and your long experience in developing 
methods of joint protection against wide- 
spread risks, social insurance, like that em- 
bodied in the Act, owes a very real debt. 
Its purpose, like yours, is joint protection 
against widespread risks. Its principles, 
like yours, are based upon the concept of 
mutuality. In public social insurance, as in 
private mutual insurance, security can be 
guaranteed only through the pooling of 
risks and through common contributions 
designed to afford protection when, in an 
individual life, a potential catastrophe be- 
comes an actual fact. 

“This mutual idea, which your group has 
developed so successfully, carries the fur- 
ther implication that the risks against 
which it is invoked shall be of particular 
kinds—risks. iri the first place, of such 
magnitude that the average man cannot 
possibly hope for self-protection through 
his single efforts if the blow does fall; risks, 
in the second place, to which a very large 
number of individuals stand more or less 
equally exposed; and risks, in the third 
place, that are sufficiently spread, both in 
time and actual incidence, so that protec- 
tion can be financed through relatively 
small periodic contributions from the indi- 
viduals covered by a particular plan. 

“The two potential catastrophes which 
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the Social Security Act sets out to meet 
on an insurance basis are of this character. 
Insecurity due to unemployment and de- 
pendency in old age are very nearly univer- 
sal risks; they are beyond the individual 
control or protection of most of our people; 
and their incidence is widely spread in time 
and among the population as a whole. Our 
experience during the last quarter century, 
and more especially during the depression, 
has proved beyond doubt that for the ma- 
jority of wage-earners the only practicable 
means of protection is through mutual co- 
operation—and cooperation on a scale so 
broad that no agency except government is 
adequate for its administration. The Social 
Security Act therefore establishes two 
social insurance programs of which one, 
namely unemployment compensation, is ad- 
ministered by the states with the coopera- 
tion of the Federal government, and the 
other, old age insurance, is directly admin- 
istered by the Federal government itself. 

“Because all mutual insurance plans, 
whether public or private, have much in 
common, I particularly welcome this op- 
portunity to discuss*with you not only the 
progress of these new government pro- 
grams for which the Social Security Board 
is responsible, but also some of the prob- 
lems involved in these programs which now 
confront the Board—and you.” 


HE present scope of the plan 
was indicated by Dr. Altmeyer’s 
figures showing 21,000,000 people 
are now in jobs covered by unem- 
ployment compensation, and that 34,- 
000,000 workers have applied for ac- 
counts under the old-age insurance 
program. He asserted that such a 
program cannot cover all security 
needs, but that other means than so- 
cial insurance must be found for 
meeting many other needs. He also 
sketched the administrative prob- 
lems involved in meeting such ques- 
tions as the rather nebulous arrange- 
ments by which many Americans re- 
ceive pay for work performed. 
“Your own field of insurance is one of 
those in which this problem is frequently 
encountered,” Dr. Altmeyer explained. “The 
Federal Bureau of Internal Revenue has 
made no general ruling on the status of 
insurance agents but its opinions, in the 
specific cases that have been submitted to 
it, indicate that persons working in the 
insurance field are to be considered em- 
pioyes, within the meaning of both tax 
provisions of the Act, except where the 
relationship between the agent and a parent 
company or superior agent is incontro- 
vertibly one of independent contract. A 
number of state unemployment compensa- 
tion laws also contain various definitions 
and regulations pertaining to insurance 
agents. Therefore, those wishing to clarify 
a particular case, should request an opinion 
from the Bureau of Internal Revenue, and 
as regards unemployment compensation, 
also from their state administrative agen- 
cies.” 


HE gave as the consensus of the 
Board that the trend should be 
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toward extension of benefits to a 
larger proportion of citizens as rap- 
idly as experience warrants, and that 
the original reason for excluding cer- 
tain classes from the Act was the ad- 
ministrative difficulties involved. 

“The insurance provisions of the Social 
Security Act have, for instance, been 
widely criticized because neither the retired 
old person nor the unemployed worker will 
probably be able to maintain himself and 
his family according to their customary 
standard of living, solely from the benefits 
received. To over-emphasize this contin- 
gency, however, is to lose sight of one of 
the basic characteristics of all insurance, 
namely, that broad coverage can be at- 
tained only by leveling off protection. .. . 
Because social insurance is almost wholly 
non-selective, because within wide limits it 
takes the poor risks with the good, it is 
compelled to pay far greater attention to 
protecting basic essentials for all.” 

“Neither the present law nor any other 
act of government can make a man ‘secure.’ 
All social legislation can do, or is intended 
to do, is to furnish the individual a solid 
footing on which to achieve security for 
himself.” 


R. ALTMEYER pointed out 

that there is already consider- 

able evidence that public provision 

for insurance is stimulating private 

provision, so that the act seems likely 

to be more an asset than a detriment 
to the insurance business. 


“Though many distinctions between pri- 
vate insurance and social insurance are, I 
think we would agree,” Dr. Altmeyer con- 
tinued, “matters of size rather than of kind, 
there is one difference which is of another 
order: whereas ordinary insurance is a 
private and voluntary business agreement, 
social insurance is required by law and tax- 
supported. These facts are simple; the 
financial questions they raise are not. 

“Yet even here we would do well not to 
lose sight of certain principles which are 
basic in all insurance financing. In your 
field the prime objective is the assurance 
that benefits will be paid when and as due; 
and to this end one of your most consistent 
concerns is the soundness of your financial 
structure. Exactly the same objective and 
exactly the same concern must be recog- 
nized in social insurance. Any discussion 
of financing or of berfefit payments under 
the Social Security Act, and any proposal 
for change, must be predicated upon this 
assurance—that sound financing will be 
maintained so that the benefits guaranteed 
by the Act can and will be paid. 

“The problems of social insurance financ- 
ing under the Act have been most discussed 
as they relate to old age insurance. I fear 
that much of this discussion must be char- 
acterized as ‘sound and fury, signifying 
nothing.’ Much of the current confusion 1s, 
I believe, due to failure on the part of 
many people to realize the very great com- 
plexity of this problem, or rather of a 
group of problems. For the four main is- 
sues—taxation, coverage, reserves, and ben- 
efits—are inextricably bound together. Any 
oversimplification, any readymade, cut-and- 
dried formula, any attempt at partial solu- 
tions of one or another of these elements 
without due regard for all, may seriously 
endanger the entire structure. This is not 
to say either that the problem is insoluble, 
or that we have yet achieved the best pos- 
sible answer. My point is simply that, in 
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considering future developments, it is im- 
perative to recognize this inter- relationship, 
and to weigh any proposed change in any 
part against its effect on the whole.” 


, I ‘HE proposal advanced by some 

that—because the eventual max- 
imum tax of 3% of payroll upon 
employer and employe will place a 
heavy burden upon low wage earn- 
ers—some of social insurance funds 
should be raised through other forms 
of taxation, Dr. Altmeyer opposed. 
He suggested that such a burden 
could best be rectified through such 
other legislation as minimum wage 
laws. He pointed out the relation- 
ship between such taxation and cov- 
erage ; that under a plan which would 
raise a portion of social insurance 
funds from other tax sources those 
not covered by social insurance 
would be forced to pay part of the 
cost of covering those who come 
under the plan. 

“The problem of financing old age insur- 
ance benefits has centered in discussions 
about the Old Age Reserve Account. Those 
who oppose the reserve point out that for 
a number of years both the contributions 
from employers and employes, and the ap- 
propriations made to the reserve by Con- 
gress, will exceed the amount paid out in 
benefits. They therefore propose that Con- 
gress each year appropriate only so much 
money as would be needed to finance the 
benefits currently payable. This procedure 
would, to be sure, make it possible to 
finance benefits with relatively small con- 
tributions during the early years, while 
most covered workers are still under the 
benefit age. But this is only a temporary 
advantage; a generation hence annual ben- 
efit payments will be much larger than the 
amount collected annually under the tax 
rates established by the Act. Without some 
sort of reserve, this would in turn necessi- 
tate a large government subsidy, or a very 
much higher tax on employers and em- 
ployes than the top rate contemplated under 
the present law. 

“In addition to arguing for current-cost 
financing on the basis of its initially lower 
cost, promoters of this proposal contend 
that a compulsory and tax-supported sys- 
tem does not require reserves. It may be 
questioned, however, whether compulsion 
and the taxing power of themselves take 
the place of reserves. Compulsion plus a 
very much higher rate of contribution. 
either from those to benefit or from some 
other source, might make reserves theoret- 
ically unnecessary. But there is a limit to 
compulsion and increase in the tax rate 
The only test of sound insurance financing 
is the assurance that benefits can and will 
be paid when due. Those who worked out 
the present reserve plan were very well 
aware of the fact that no scheme of cur- 
rent-cost financing has ever met this test 
in the private insurance field, and they were 
determined to avoid the pitfalls which 
brought the early fraternal insurance soci- 
eties to grief. Those experiments in so- 
called ‘pay-as-you-go’ indicate that its 
economies are likely to prove as unsound 
as its economics. Assessments in the early 
years were, to be sure, low; but as mem- 


bers became older and the number of claims 
to be paid increased, both costs and pre- 
miums mounted. In the few companies 
that continued without reserves the policy- 


JoURNAL oF AMERICAN INSURANCE 


holders who were unfortunate enough to 
live longest—and who had therefore also 
made the largest contributions—in the end 
lost both their investment and all hope of 
protection. 

“That experience has made the mainte- 
nance of adequate reserves axiomatic in 
private insurance. All annuity plans, oper- 
ated on a business basis, now assume that 
the assured regularly sets aside part of his 
earnings in a mutual reserve so that this 
money, together with the contributions of 
other similarly insured persons and accu- 
mulations of interest, wil] be available to 
give him and his fellows security when 
their earning days are over. 

“Such a plan also anticipates that the 
insurance carrier will continuously recog- 
nize the increasing obligations represented 
by these contributions, and will continu- 
ously build up its reserve to meet these 
mounting obligations. In other words, the 
business world recognizes that it is no more 
true to say a debt does not exist until the 
moment comes to pay it than that an apple 
does not exist until it is ripe and falls from 
the tree. And where debts exist the insur- 
ance carrier accepts its obligation to be 
prepared to meet them at all times. When, 
as in the case of social insurance, the gov- 
ernment is the insurance carrier, there is 
no reason for assurhing that these axioms 
will become inoperative.” 


HAT the present Social Security 

program is far from complete 
Dr. Altmeyer admitted. But he 
counselled moving forward one step 
at a time, as lessons are learned from 
the practical administration of the 
present law, as the part of wisdom. 


“If, however, we should ever decide to 
pay benefits out of current taxes without 
reserves,” he pointed out, “we should still 
have to consider carefully the effect upon 
our entire tax structure and government 
budget. Specifically, if we adopted such a 
plan, even after we have been able to 
achieve universal coverage, we should have 
to balance the budget and at the same time 
retire the government debt within the next 
generation—let us hope through the imposi- 
tion of progressive taxes. Otherwise a time 
might come when the double burden of a 
large public debt and of’increasing benefit 
costs—either through direct taxes or gov- 
ernment subsidy—could not be sustained 
through current taxation. 

“Whatever method of financing is proved 
soundest by experience there will still be 


no getting away from the cost of security. 
But the cost of insecurity is higher still—. 
and it is paid not only in shattered lives, 
but also in bankrupt businesses, and in tre- 
mendous and unpredictable government ex- 
penditures for relief. Since large sums 
must be expended in any event, it seems 
better business to invest them in defense, 
rather than to exhaust them in emergency 
spending. It also seems the part of com- 
mon sense to plan such expenditures in ad- 
vance, and to graduate their demands. The 
present law is planned on this principle. 
Its taxes increase slowly from low initial 
levels over a considerable period of time to 
enable industry to absorb them with as 
little dislocation as possible. 

“T need waste no words to convince you, 
who know it even better than I, that mu- 
tual protection is the most effective means 
of self-protection. As business men and 
employers you are called upon to make 
substantial contributions to the nation’s 
mutual security program. But with the 
nation and all its citizens you stand to bene- 
fit from these investments in security. I 
do not question your recognition of the fact 
that such investments are sound—are, in 
fact, precisely the kind of investment which, 
as insurance men, you yourselves counsel, 

“The great mutual insurance companies 
of this country have stood for years as 
monumental evidence of the American peo- 
ple’s faith in, and capacity for, cooperative 
self-protection. The Social Security Act 
is an expression of that faith and that ca- 
pacity. I do not believe that either our 
faith in the principles of cooperation, or 
our capacity to work out its administrative 
and financial problems, will fail us now or 
in the future. 

“The Social Security Board has repeat- 
edly pointed out that the present law is 
neither unchangeable nor sacrosanct. Yet, 


_ granting its limitations, it has enabled the 


American people and their government to 
take immediate and practical steps toward 
developing an effective social security pro- 
gram. It has met urgent present needs. It 
has established a solid foundation for the 
future. In the two brief years since it was 
enacted the United States has accomplished 
more for the common welfare than any 
other nation in a like time. The Board 
recognizes that it has an immediate obliga- 
tion to put the Social Security Act to the 
test of day-to-day operation, and a continu- 
ing obligation to work towards its improve- 
ment. And, finally, the Board recognizes 
that the goal of such an enterprise is not 
perfection, but progress. For in all social 
legislation worthy of the name, while there 
is life there is growth, and to ‘finish’ is 
to fail.” 


FEDERAL CROP INSURANCE 


Excerpts from an Address before 
The Mutual Convention at Grand Rapids 


By WM. H. ROWE 


SENIOR AGRICULTURAL ECONOMIST 
UNITED STATES DEPT. OF AGRICULTURE 
DEPARTMENT OF AGRICULTURAL ECONOMICS 


ET us turn now* to some of the 
‘mportant features of the crop 
insurance plan as recommended 
by the President’s Committee and as 
incorporated in the legislation as it 





*EDITORIAL NOTE. Before reaching this point in 
his address Mr. Rowe reviewed the history of crop in- 
surance research and recent legislation on the subject. 


now stands before Congress. 

The plan is essentially one of yield 
insurance. The amount of coverage 
under a policy would be a certain 
percentage of the average yield of 
wheat on the insured farm for a 
representative base period. As the 
legislation now stands, that percent- 
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age would be not more than 75 nor 
less than 50 percent. The insured 
would be indemnified for the extent 
to which his actual yield falls below 
the amount of coverage. For exam- 
ple, if the average yield were 8 
bushels and the coverage were 75 
percent of that amount, or 6 bushels, 
the insured would be indemnified for 
the extent to which his yield fell 
below 6 bushels. 


That plan of insurance, you will 
note, is essentially “all risk” insur- 
ance. Losses from certain causes 
are specifically included, and others 
are specifically excluded, in the legis- 
lation. The act now under considera- 
tion in Congress says, “to insure... 
producers of wheat against loss in 
yields of wheat due to unavoidable 
causes including drought, flood, hail, 
wind, winterkill, lightning, tornado, 
insect infestation, plant disease, and 
such other unavoidable causes as may 
be determined by the Board: . 
Such insurance shall not cover losses 
due to neglect or malfeasance of the 
producer or to the failure of the 
producer to reseed in areas and 
under conditions where it is custom- 
ary to reseed.” 

The insurance is based upon pay- 
ment of premiums and indemnities in 
wheat. As this is something new in 
the field of insurance, you probably 
will be interested to know why that 
device has been proposed. in the 
first place, this plan would make it 
possible to insure yields only. The 
insured would be indemnified in 
wheat for any shortage in yield. 
Were the insurance to be for an in- 
come of a certain number of dollars 
per acre there would be an element 
of price insurance involved, for the 
probability of having to indemnify 
him would depend not only on the 
size of the crop but on the market 
price as well. Attempts to insure 
income, which involves not only pro- 
duction but price, have been one of 
the most important causes of crop 
insurance failures in the past. In- 
surance companies in some years 
suffered heavy losses on average or 
better-than-average crops, because of 
a drop in price. The Federal Gov- 
ernment has in the past adopted cer- 
tain programs designed to improve 
the price of farm products, but this 
program does not attempt to guar- 
antee the farmer a price for his 
product. 


N the second place, the plan for 
insurance “in kind” provides one 
type of “ever-normal granary.” The 
insurance reserves would be held in 
wheat. While the premiums collected 
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would be fairly uniform in amount 
from year to year, the indemnities 
paid out would fluctuate depending 
on the success of the crop. In years 
of good crops, little would be paid 
out ; whereas in years of widespread 
crop failure, large amounts would be 
paid out. The effect would be a net 
inflow into the wheat reserves in 
years of good crops and a net outflow 
in years of widespread crop failures. 
This should have a stabilizing effect 
on supplies of wheat for sale on the 
market and probably some stabiliz- 
ing effect on price as a consequence. 
Furthermore, if the price did in- 
crease in years of crop failure as one 
might expect it to do, the farmers 
who were insured would benefit from 
the increase in price. 

Operation of the insurance plan in 
wheat payments is not so difficult as 
it seems at first glance, since trans- 
actions probably would be made in 
warehouse receipts, rather than phys- 
ical grain. The farmer would take 
his wheat to an elevator as usual and 
obtain warehouse receipts. Part of 
those receipts he could deliver in pay- 
ment of his premium. In case of 
settlement of loss claims he could be 
given warehouse receipts for the 
amount of the indemnity. 

The plan provides for payment of 
both premiums and indemnities in the 
cash equivalent as an alternative to 
payment in wheat. The cash equiva- 
lent would be the market price of 
the wheat. If the farmer did not 
choose to deliver wheat as a pre- 
mium he could pay the market price 
of that wheat instead. Or the Cor- 
poration could pay him his indem- 
nity in cash at the market price of 
the wheat due him. So with the op- 
portunity of using warehouse re- 
ceipts or the cash equivalent of the 
wheat, the plan would be quite flex- 
ible. 


The cost of insurance depends in 
large measure on the extent of the 
losses to be indemnified. You will 
readily see that the hazard of crop 
loss is more related to the variability 
in yields than to the level of the 
yields. In the soft wheat areas that 
have a fair amount of rainfall, the 
variability is commonly less on farms 
with high yields than on farms with 
low yields. In other words, losses 
might be smaller for insuring an acre 
of wheat up to three-fourths of the 
average yield on 24-bushel land than 
on 12-bushel land, because the yield 
would be less likely to drop below 
18 bushels on the one farm than to 
drop below 9 bushels on the other. 
Since it would often cost less to in- 
sure an acre of wheat to the extent 
of 18 bushels on one farm than to 
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insure an acre to the extent of 9 
bushels on another farm, the usual 
insurance plan of charging a pre- 
mium based on the amount of the 
coverage was not used. 


‘roe premium per acre to be paid 
for this insurance would be de- 
termined in part by the loss experi- 
ence on the insured farm and in part 
by the loss experience for the county 
or district, each factor being given 
equal weight. Thus this insurance 
would lean very strongly to an indi- 
vidual-rating basis. Each farm would 
have its own rate. The loss experi- 
ence for the farm can easily be de- 
termined once the history of annual 
yields for the base period is known. 
To illustrate, suppose that a farm 
had an average yield of 8 bushels 
per acre and under the 75-percent 
insurance plan would therefore be 
insured up to 6 bushels per acre. Now 
assume that such insurance had been 
in force during the base period and 
that in 2 years of that period the 
yields had fallen below 6 bushels. In 
1 year let us assume the yield had 
been 4 bushels per acre and there- 
fore a 2-bushel indemnity would have 
been paid. In the other year the 
yield was 5 bushels and a 1-bushel 
indemnity would have been paid. 
This is a total indemnity for the 
base period, of 3 bushels per acre. 
If the base period were 6 years, this 
would amount to an average of one- 
half bushel per year. 


In such manner the loss experi- 
ence for the individual farm would 
be determined. The loss experience 
for the county would be determined 
as the average loss experience for 
sample farms in such county. Sup- 
pose in this case that it were .7 of 
a bushel. Then the premium for the 
farm would be the average of the loss 
experience on the farm, which was .5 
of a bushel, and the county loss ex- 
perience, which was .7 of a bushel— 
the average being .6 of a bushel per 
acre. 

Use of the individual-farm-rating 
basis would give weight in rate mak- 
ing to soil, topography, farming 
methods, etc. Averaging with the 
county or district would broaden the 
base so as to bring in the influence 
of factors which, although not af- 
fecting the farm during the base pe- 
riod, might well affect it in subse- 
quent years. May I call your atten- 
tion again to the point that the 
amount of insurance coverage would 
be determined by the production on 
the insured farm. Since the premium 
would be based to the extent of 50 
percent on the loss experience for the 
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farm, you will see that real empha- 
sis is placed on fitting the insurance 
to the individual case. 


Under this plan it is contemplated 
that each producer will carry his own 
risk; that the efficient will not be 
burdened with the losses of the in- 
efficient, and that good land will not 
carry the losses of poor land. The 
county-average figures that have al- 
ready been prepared from the data 
that I mentioned earlier show wide 
differences between areas. In some 
counties the amount of coverage 
would average only about 4 or 5 
bushels per acre. In other areas the 
county-average would be in excess of 
25 bushels. In some counties the av- 
erage premium would be as low as a 
quarter of a bushel to the acre, and 
in other counties as high as 3 bushels. 
Expressed as a percentage of aver- 
age yields, the premiums in some 
areas would range from 1 or 2 per- 
cent of the average yield to as high 
as 35 percent of the average yield in 
other areas. It is doubtful, of course, 
whether farmers will pay such high 
rates for crop insurance and little, if 
any, insurance may be sold in the 
highest rate areas. Such land is prob- 
ably submarginal ; the problem is not 
primarily that of fluctuations in yield, 
but of low average income. Theirs 
is not a problem of insurance. Other 
agricultural programs are designed 
to meet their problems. 


‘Eo legislation now in Congress 
provides for the establishment or 
utilization of committees or associa- 
tions of producers in the administra- 
tion of the act. Until recent years 
any attempt at governmental crop in- 
surance would have involved the 
building and training of a large field 
organization. At the present time, 
however, the Agricultural Adjust- 
ment Administration has a field or- 
ganization that with little additional 
expense could take over the work of 
the crop insurance program. In 
every agricultural county there are 
associations of farmers with com- 
mittees selected by the members of 
such associations. In fact, in a large 
part of the counties there are com- 
munity committees. These commit- 
tees have been functioning now for 
4 years, are experienced, and have 
the necessary facilities. They are 
well acquainted with the farms and 
production records ot such farms in 
their counties. They have made in- 
spections of these farms at intervals 
for the purpose of other agricultural 
programs and usually have survey 
or aerial maps of such farms. It is 
hard to conceive of an organization 
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better Suited to the job, although, of 
course, additional training will un- 
doubtedly be required in insurance 
matters. Furthermore, under such 
organization the crop insurance pro- 
gram would be most closely inte- 
grated with other Federal agricul- 
tural programs. 


The legislation now in Congress 
provides for a Federal Crop Insur- 
ance Corporation to be created as an 
agency of and within the Department 
of Agriculture. The Federal Gov- 
ernment would furnish the capital. 
any impairment of which would be 
restored only out of operating prof- 
its. The Government would also 
make appropriations for the operat- 
ing and administrative costs. The 
Corporation would be required to 
fix premiums for insurance adequate 
to cover loss payments and may in- 
clude all or a part of the expenses 
of associations of producers or their 
committees in such premiums. The 
contribution of the Federal Govern- 
ment to such insurance is justified in 
that a crop insurance program would 
tend to reduce the need for other 
forms of agricultural relief, would 
help to stabilize farm income and 
farm prices, and would assist in pro- 
viding reserves of food for consum- 
ers in years of short crops. 


Persons in this group who are in 
the business of selling hail insurance 
to farmers are naturally interested in 
the extent to which this proposed 
plan will conflict, if any, with their 
interests. Much thought and consid- 
eration have been given to this prob- 
lem. The hail insurance companies 
have rendered a real service for 
farmers and it is not contemplated 
that general “‘all risk” crop insurance 
will eliminate the need for that serv- 
ice. Many farmers, of course, will 
not want to pay the cost of “all risk” 
insurance, but will continue to pur- 


chase only hail coverage. The cover- 
age under “all risk” insurance could 
not be as large as under hail insur- 
ance. I believe it is the experience 
of hail companies that their biggest 
business comes from insuring crops 
that have better-than-average pros- 
pects. In such circumstances the 
farmer’s stake in his crop will be 
much greater than the amount of his 
coverage under an “all risk” policy 
and he probably will still want hail 
insurance on his crop. Furthermore, 
a program of this kind will make 
farmers more “insurance conscious” 
and that is the first problem your 
salesmen have to meet. There is an- 
other possible benefit I see for hail 
companies. Much hail insurance is 
sold on credit, and if the crop is de- 
stroyed from causes other than hail 
the farmer has no income with which 
to pay his hail insurance premiums. 
If he can collect indemnity on his 
destroyed crop he would have money 
with which to pay his debts. 
ee @ ®@ 


T is evident from what has been 

said as to proposed procedure 
with wheat that any practical plan 
of “all risk” crop insurance depends 
upon a study of the community in- 
volved. The plan proposed for wheat 
may not be practical for some other 
farm commodities. Any practical 
plan will have to be adapted to the 
characteristics of the commodity 
dealt with. 

The farmer’s business is one with 
many risks. Farmers who have accu- 
mulated a surplus reserve are able to 
meet substantial losses without great 
suffering. But many have no re- 
serves; many, out of necessity, live 
a hand-to-mouth existence, and many 
have interest or other debts to pay 
each year. They need greater finan- 
city security. Crop insurance is of- 
fered as a solution to that problem. 


ARSON INVESTIGATION 


Excerpts from an Address before the Mutual Convention at Grand Rapids 
By DR. R. C. STEINMETZ 


CHIEF SPECIAL INVESTIGATOR 
MUTUAL FIRE PREVENTION BUREAU 


HE proportion of loss by fire 
due to arson and incendiarism 
in the United States has been 
estimated at particular times by vari- 
ous authorities to be from 10% to 
50% of the losses which occur an- 
nually. The lives of about 10,000 
persons are snuffed out each year by 
fire. Many of those innocent and 
unfortunate individuals lost their 
lives through fires purposely set. 


The Federal Bureau of Investiga- 
tion of the United States Department 
of Justice reported that in 1936, ac- 
cording to the finger-print records 
received at that Bureau, there were 
821 persons arrested for the crime 
of arson. During the first six months 
of 1937 there were 425 arrests re- 
ported to this Bureau. This number 
does not include all of the individ- 
uals sent to state hospitals or cases 
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where the offenders were juvenile 
delinquents. It is estimated that there 
have been about 950 arrests a year 
during the past ten years for the 
crime of arson. 

Arson and incendiarism are in- 
deed not new discussion topics as 
far as the insurance world is con- 
cerned. Even so, it must be ad- 
mitted that comparatively little has 
been done by the insurance compa- 
nies aS a group in an effort to ef- 
fectively deal with these problems. 

There is every reason to believe 
the professional arson rings are still 
thriving today. A constant effort 
must be made to curb their activities. 
Their cunning ingenuity must be 
matched by pitting against them the 
best investigating talent if a success- 
ful war on the “crime of crimes” is 
to be waged. These remarks are 
made as a reminder that you have a 
constant battle on your hands which 
involves grave economic, legal, and 
moral issues, and that you must be 
willing to pay particular attention to 
those issues. 

Fires are started not only for the 
purpose of “selling out” to insurance 
companies. In addition to the ele- 
ment of gain, there has been the de- 
sire for revenge, racial, political, or 
religious prejudice, fear, anger and 
hatred, as well as mania. Some have 
resorted to starting fires in an at- 
tempt to destroy the physical evi- 
dence of other crimes—murder, lar- 
ceny, burglary, and embezzlement. 
Insurance adjusters have been known 
to cause fires to be started for the 
purpose of securing the contract to 
adjust the loss. Policemen have 
started fires to get credit for discov- 
ering the same and sounding the 
alarm. Firemen have occasionally 
started fires for the thrill of making 
the run. 

Mills have been burned by strikers 
for purposes of intimidation and the 
homes of prospective witnesses and 
jurors have been burned for the same 
reason. 

Men have set fire to buildings to 
secure employment as watchmen as 
have building contractors in order 
to get the contract for replacing and 
repairing the buildings. 

In early days disgruntled em- 
ployees would start a rival business 
across the street. Now they just 
write a book exposing the inner 
workings of the firm they worked 
for or if that takes too much effort, 
they resort to arson. 


EW YORK police arrested a 
young girl for setting fire to a 
hallway. Her mother sympathized, 
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“I can’t blame her. She never had 
any fun.” 

Certain monomaniacal persons, 
commonly called pyromaniacs, de- 
light in setting fire to dwellings and 
other property. There has been a 
good deal of discussion as to whether 
pyromania is a special psychopath- 
ological condition or can be attrib- 
uted to other sources, generally of a 
sexual nature. Pyromaniacs often are 
found to be mentally defective boys 
and girls ranging from seven or eight 
years to their teens, as well as half- 
witted tramps, farm hands, and alco- 
holics. Sometimes they set fire only 
for their own pleasure, and at times 
the setting of the fire is due to their 
natural reaction against petty wrongs. 

A few of the more farsighted and 
aggressive executives of casualty in- 
surance companies have seen fit to 
lend support to the scientific study 
of traffic problems and the training 
of traffic engineers and police offi- 
cers in the proper methods of dealing 
with this problem. I am of the opin- 
ion that there is as great a need for 
the study of pyromania as there is 
for the study of traffic problems. 

Possibly this is the first time the 
suggestion has been made that the 
fire insurance companies sponsor a 
program for studying the problem of 
pyromania and carrying the findings 
of such research and study to those 
individuals and institutions where 
positive results would be realized. 


The present misconceptions re- 
garding pyromania on the part of 
those individuals who must deal with 
the problem from time to time are 
amazing. Firemen, policemen, detec- 
tives, parole and probation officers, 
private arson investigators, fire mar- 
shals and their deputies, should be 
furnished with more information re- 
garding the proper handling of pyro- 
maniacs when they are interrogated. 
Parole boards, psychiatrists and psy- 
chologists as well as institutional su- 
perintendents and directors, should 
also be encouraged to deal more in- 
telligently with this problem. 

Occasional blunders which are 
made by those dealing with pyroma- 
niacs are often paid for with the 
lives of innocent individuals who are 
burned to death in fires started by 
pyromaniacs who should have been 
kept in institutions. The fire insur- 
ance companies have paid millions 
of dollars for losses caused by pyro- 
maniacs. 


T the present time a number of 
the states do not have a com- 
plete file which includes an identifi- 
cation photograph, fingerprints, phys- 
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ical description, and post institu- 
tional behavior record and present 
whereabouts of those individuals who 
have at some time been incarcerated 
in mental institutions for starting 
fires and have subsequently been re- 
leased. 


Expenditures on the part of fire 
insurance companies for the further 
study and control of pyromania could 
not merely be considered a_philan- 
thropic disbursement, but it would 
be an excellent investment bound to 
bring good financial returns. 


It seems preposterous that the 
manager of a prominent alien com- 
pany was once so candid as to 
remark, “I say we cannot make 
profits for our shareholders without 


fires; within certain well-defined 
limits, we welcome fires.” I presume 
those “certain well-defined limits” 


excluded arson, but we are all no 
doubt aware that at one time arson 
seemed to have been condoned and 
tolerated to some extent. It is up to 
all of us to see that such ideas and 
attitudes pass into oblivion. 


The fire insurance companies on 
behalf of their policy-holders should 
bring every possible pressure to bear 
on public officials in an effort to elim- 
inate politics for those engaged in 
arson investigation work. Only in 
six states do civil service provisions 
apply to the fire marshal employees 
In the other states employees are 
generally appointed by the fire mar- 
shal, often with the approval of the 
governor, and serve at the will of the 
fire marshal or until discharged when 
a new fire marshal takes office. 


The existence of such conditions 
gives the fire insurance companies 
no other alternative than to employ 
private investigators to protect the 
interests of the policy-holders, 


An important part of the battle 
with those who are guilty of arson is 
the matter of making an immediate 
and thorough investigation of every 
fire where there is suspicion of the 
origin. Investigations are delayed 
too often because the home office of 
the insurance company does not 
promptly receive a complete report 
of the known circumstances regard- 
ing the cause of the fire. A convic- 
tion for arson is usually the result of 
an accumulation of numerous bits of 
circumstantial evidence. If the fire 
is to be investigated —the sooner 
done the better. 


Delayed investigations mean that 
evidence of the arson will have been 
destroyed. Witnesses will have dis- 
appeared and false rumors and the- 
ories will have multiplied. 
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RSON investigation is not a 

matter of being a Sherlock 
Holmes, a mind reader, or a “mas- 
ter” detective, although such propa- 
ganda seems to impress some people. 
Arson investigation is a matter of 
assembling all available known facts, 
and arriving at certain conclusions. 
It is not a one man job by any means. 
To bring an arson investigation to a 
successful termination, there must 
be complete co-operation between all 
concerned with the matter of at- 
tempting to determine the cause of 
the fire. This includes local and state 
authorities, witnesses, adjusters, lo- 
cal insurance company agents, loss 
department managers, field supervis- 
ors, and various other interested in- 
dividuals. 

Although arson has been investi- 
gated extensively only for the past 
decade, it is found that the method 
of setting fires is constantly chang- 
ing. The fire detective has been 
forced to improve the methods used 
to determine how the fires are start- 
ed and obtain sufficient evidence to 
get a conviction. 

Forensic chemistry and microan- 
alysis have contributed much to the 
field of crime detection in matters 
pertaining to the chemical and micro- 
scopical analysis of ashes and debris, 
the examination of wood and other 
fibrous materials and the identifica- 
tion of burned cloth and. broken 
glass. Even the spectroscope has 
been used for the examination of 
material to be submitted as evidence 
in arson cases. 

The laboratory facilities of the 
Federal Bureau of Investigation of 
the United States Department of 
Justice have been placed at the dis- 
posal of law enforcement officers in 
their war on arson and kindred 
crimes. 

The famed Keeler Polygraph some- 
times referred to as the “lie detector”’ 
has already been used successfully 
to obtain confessions from several 
torches. The analysis and restora- 
tion of burned documents which oc- 
casionally become important clues 
and valuable evidence in arson cases 
have also continued apace with other 
developments and scientific discov- 
eries which are being used more fre- 
quently in the field of scientific crim- 
inal investigation work. 


XPERIMENTS to determine 

more definitely the nature of 
spontaneous ignition are in progress 
so that arson investigators will be 
able to eliminate with a greater de- 
gree of certainty the time honored 
theory that certain fires must have 
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been caused by “spontaneous com- 
bustion.” 

The proper preservation of tracks, 
impressions, and tool marks left dur- 
ing the perpetration of the crime has 
led to the apprehension and convic- 
tion of several arsonists who might 
otherwise have committed “perfect 
crimes.” 

It is true that it may not always be 
possible to secure, in a case of sus- 
pected arson, sufficient evidence to 
result in a conviction. But most au- 
thorities agree that the mere fact 
that the causes of fire are being 
probed into by experts has a salutary 
deterrent effect. 

Arson is just as serious a crime as 
murder and kidnaping. The fight 
against it must be fought with an 
equal amount of vigor and ingenuity. 
There is no crime more dastardly or 
cowardly nor is there any other 
crime committed where more human 
life is endangered. 





Safety Measures Discussed 
by Judge Skeel 


BECAUSE PROGRESS IN ALL LINES OF 
SAFETY ACTIVITY IS DEPENDENT IN 
large part upon the inculcation of a 
proper public attitude toward the 
problem, a campaign of public edu- 
cation was termed the most impor- 
tant factor in amy reduction that is 
to be made in the future in Amer- 
ica’s huge motor acident toll by Judge 
Lee E. Skeel, chairman of the Cleve- 
land Safety Council, in an address 
recently at the Grand Rapids conven- 
tions of the Mutuals. 

Education of the pedestrian, as 
well as of the motorist, he declared 
to be especially impostant. 

“Has anyone ever advanced any 
logical reason why a_ pedestrian 
should be allowed to defy death and 
endanger the safety of others about 
him with impunity?’ the jurist im- 
quired. “If so, I have never heard 
it. We will do a lot to help reduce 
accidents by a consistent policy of 
law enforcement which includes pe- 
destrians as well as motorists. 


“In Cleveland during the last three 
months there have been 67 deaths. 
55 of these being pedestrians. Of 
the 55 pedestrians who lost their 
lives, 42 of these fatalities were 
caused solely by reason of the fact 
that the pedestrians involved violated 
one or more of the simple rules pro- 
vided by ordinance defining the man- 
ner in which one should cross a 
street, and the motorists involved in 
those 42 cases were entirely without 
fault.” 


Judge Skeel pointed to safety con- 
tests among drivers for fleets as an 
example of what public education 
can accomplish, accidents in some of 
these cases having been cut as much 
as 90%. He blamed the majority of 
accidents upon three types of driv- 
ers: defectives, who should have 
their defects eliminated or be re- 
moved from the highways; those 
who are not interested in observing 
the rules of the road; and good driv- 
ers who have a bad attitude toward 
the need for safety. 


In stressing the need for public 
education the Cleveland jurist did 
not minimize the need for both cap- 
able safety engineering, and effective 
law enforcement. 


“The greatest element which men- 
aces traffic law enforcement is the so- 
called practice of ticket fixing,” he 
asserted. “The most injurious thing 
about this abominable practice is not 
so much the fact that it breaks down 
the spirit and effectiveness of law 
enforcing agencies — which fact is 
certainly bad enough—but rather in 
the fact that many people, knowing 
that they can without question avoid 
the effect of their misconduct, ac- 
quire an artificial feeling of being 
superior to or above the law. No so- 
cial order can long endure in har- 
mony under such circumstances. It 
is the duty of every good citizen to 
lend every effort to put an absolute 
stop to this practice where it is found 
to exist, that is the practice of ob- 
structing the impartial administra- 
tion of the law.” 


Mutual Agents’ Problems Re- 
viewed at Richmond Meeting 


MOST SUCCESSFUL OF THE MEET- 
INGS WHICH HAVE BEEN HELD BY THE 
National Association of Mutual In- 
surance Agents proved to be the an- 
nual convention which ended Sep- 
tember 17 at Richmond, Va. Sev- 
eral hundred, assembled from many 
states, came together for three days 
of business sessions, and to hear dis- 
cussions of some of the more press- 
ing problems concerning mutual so- 
licitation. 

C. C. Jennings, of Baltimore, was 
elected president of the Association 
for the coming year, to succeed B. F. 
Thompson, of New Haven. F. E. 
Reuning, Bristol, Va., was reelected 
vice-president, C. M. Westbrook, 
Charlotte, N. C., chosen a new vice- 
president, and E. I. Oakes, Wash- 
ington, D. C., reelected secretary- 
treasurer. 


(Continued on page 27) 
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HE practical aspects of the 
sales and advertising problems 


which mutual companies in the 
fire and casualty insurance fields are 
meeting at the present time, each of 
them discussed thoroughly by adver- 
tising and sales managers whom they 
most directly concern, made the pro- 
gram of the Seventh Annual Mutual 
Insurance Advertising - Sales Con- 
ference in connection with the re- 
cent Grand Rapids Convention, the 
most valuable to insurance men of 
any in the series which began in 
1931. 

Len K. Sharp, assistant secretary 
of the Mill Owners Mutual Fire In- 
surance company, Des Moines, was 
elected president to succeed Carl 
Stone Crummett, Boston. Paul W. 
Purmort, Central Manufacturers 
Mutual Insurance company, Van 





LEN K. SHARP 

PRESIDENT °37-"38 

MUTUAL-INSURANCE 
AD—SALES CONFERENCE 


Wert, Ohio, was named vice-presi- 
dent, and W. C. Sampson, of the 
Employers Mutuais, Wausau, Wis., 
was chosen secretary-treasurer. 
Outstanding feature of the Con- 
ference, as in the past, was the com- 
prehensive exhibit of advertising ma- 
terial which remained on view 
throughout the combined conven- 
tions. More than two thousand ex- 
amples of the advertising pieces 
which the advertising managers of 
the larger mutual companies deemed 
their best work were submitted for 
the exhibit, and a jury of three ad- 
vertising men made awards in al- 
most one hundred different classifi- 
cations upon a basis of the appeal of 
the advertising to the general public. 
Especially gratifying to the ranking 
company executives who visited the 
exhibit, according to report, was that 
the awards were widely distributed, 
despite a marked improvement in 
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AD-SALES CONFERENCE 


quality over the material submitted 
in other years. This trend was taken 
as an indication that the general level 
of mutual advertising is being raised 
by the opportunities for interchang- 
ing ideas which the Conference pro- 
vides, and that no one company or 
group of companies is able to secure 
a wide competitive advantage by the 
excellence of its advertising. 

That it is natural that the mutual 
companies have not made the efforts 
they might have made to develop ad- 
ditional business from their present 
policyholders was the conclusion 
reached by Frank M. Davis, of the 
Utica Mutual Insurance company. 
Utica, N. Y., in opening the formal 
program with a discussion of this 


subject. “With a large proportion of 
tlre business still open to mutual cov- 
erage, it may be the better policy for 
us to bend our major effort to invade 
those fallow fields, rather than to at- 
tempt to rotate crops in our own 
dooryard,” 


he pointed out. “Al- 
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though there is no denying that de- 
veloping business from present pol- 
icyholders is important, we cannot 
criticize those who hold that most 
sales and advertising effort should 
be devoted to securing major lines, 
in the hope that the minor lines will 
follow of their own accord.” 


HE tendency to get away from 

the true purpose of a sales man- 
ual in compiling books termed sales 
manuals was stressed by W. C. Samp- 
son, vice president of the Employers 
Mutuals of Wausau, Wis. “A sales 
manual is essentially advertising,” he 
declared, “and its purpose is to give 
the salesman a check upon whether 
he is presenting his whole story, and 
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presenting it properly. 
books are confused with what might 
properly be called an underwriting 


Many such 


manual—a book which analyzes court 
decisions, contracts, rates, and the 
like. It seems to me it would be 
wise to have both an underwriting 
manual and a sales manual, and to 
have the salesman bear in mind at 
all times that they are two different 
tools.” 

How far the savings appeal should 
be used in the sale and advertising 
of mutual insurance was the subject 
of an analysis by Len K. Sharp, of 
the Mill Owners Mutual Fire Insur- 
ance company, Des Moines. 

The reactions of the several types 
of insurance executives to advertis- 
ing and sales problems were por- 
trayed in a round table discussion. 
The attitude of the advertising man 
ager was discussed by D. W. Sperry, 
advertising manager of the Minne- 
sota Implement Mutual Fire Insur- 
ance company, Owatonna, Minn. W. 
C. Sampson stated the sales man- 
ager’s views, while the viewpoint of 
the company manager was expressed 
by J. M. Eaton, of the American 
Mutual Alliance, Chicago. 

Mutual companies which are seek- 
ing consistently favorable newspaper 
publicity were advised to make an 
effort to develop stories of real news 
interest out of the facts of their 
business, and to avoid propaganda 
and attempts to secure free advertis- 
ing in the guise of news, by L. A. 
Fitzgerald, of the American Mutual 
Alliance, Chicago. 

The neglect of companies writing 
property and liability lines to appeal 
to women in their advertising was 
criticized by Mrs. Marguerite Au- 
berle, director of advertising of the 
Michigan Mutual Liability Company, 
Detroit. She cited statistics from sev- 
eral sources indicating that women 
either own or control a very large 
proportion of the property in the 
United States. 

The place of the house organ in 
the mutual insurance advertising and 
public relations picture was the sub- 
ject of an extremely thoroughgoing 
analysis by Milo F. Wilcox, man- 
ager of the sales promotion depart- 
ment of the Northwestern Mutual 
Fire Association, Seattle. By re- 
search through a number of success- 
ful house organs, and as a result of 
his own experience, he built up a 
picture of the essentials of the out- 
standing house organ. 

In closing the formal program D. 
F. Raihle, sales manager of the 

Hardware Mutual Fire Insurance 
company of Minneapolis, Minnesota, 
(Continued on page 27) 
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JoURNAL OF AMERICAN INSURANCE 


A. B. A. DISCUSSES INSURANCE 


NALYSIS of the factors un- 

derlying America’s huge auto- 
mobile accident toll, and discussions 
of the problem of lay adjustment of 
casualty claims were major items of 
the meetings of the Section of In- 
surance Law, which opened at Kan- 
sas City on September 28, as a part 
of the annual convention of the 
American Bar Association. The im- 
portance which the insurance section 
is assuming in the Association was 
indicated by the report which stated 
its membership has reached an all- 
time high of 2,521. 

Howard D. Brown, of the Detroit 
Automobile Club Interinsurance Ex- 
change was chosen chairman of the 
insurance section, succeeding Jesse 
A. Miller, of Des Moines. L. P. 
Kristeller, of Newark, was named 
vice-chairman, and H. C. Spencer, 
Rochester, N. Y., was elected secre- 
tary. New council members named 
were: P. E. Reeder, Kansas City; J. 
H. LaBrum, Philadelphia; Felix He- 
bert, Providence; and C. F. Robin- 
son, Portland, Me. 

Speakers upon the automobile ac- 
cident problem were John J. Gut- 
knecht, Judge of the Municipal 
Court of Chicago, who discussed 
“Traffic and Civic Responsibility” ; 
Lieutenant F. M. Kreml, Chicago, 
director of the Traffic Safety Insti- 
tute of Northwestern University, and 
director of the safety division of the 
International Association of Chiefs 
of Police, whose subject was “Traf- 
fic Accidents—A Legal Problem” ; 
and Alex M. Miller, Des Moines. 
whose subject was “Some Legal 
Principles Peculiar to Automobile 
Accident Cases”. 

Judge Gutknecht, who has achieved 
a national reputation for his broad- 
casts of traffic cases from his Chi- 
cago courtroom, branded the fixing 
of traffic tickets as the greatest ob- 
stacle to law enforcement, and stated 
that the elimination of the “fix” is 
the most important step which must 
be taken to reduce the automobile 
accident toll. 

He declared that traffic cases in- 
volve more people than all other 
types of court cases combined, and 
contended that it is the duty of the 
bar to face the scandalous condition 
surrounding traffic tickets, police- 
men, courts, and public. When he 
mounted the bench in Traffic Court 
in 1934, he recalled, 90% of tickets 
issued were being fixed or ignored. 
The National Safety Council, the 
Association of Commerce, the may- 
or, and a number of politicians aided 


him in overcoming this condition, he 
pointed out, but the bar did not even 
realize that such a problem existed. 

The average citizen, who always 
feels that the other fellow is to blame 
for accidents, was given his share 
of the blame for the accident toll by 
Lieutenant Kreml. Not accidents, 
but definitely caused occurrences 
susceptible of control and reduction 
are responsible for the great number 
of automobile deaths and injuries, he 
insisted. 


Insurance companies are forced 
to pay most of the two billion dollars 
in losses annually occasioned by mo- 
tor accidents, Alex Miller declared 
in closing the session, and it is doubt- 
ful whether the insurance carriers 
can continue to shoulder this burden 
unless part of the accident cost is 
assessed against the driver either 
through a fine set by statute, or 
through use of a deductible liability 
form. He urged lawyers to help 
legalize such a form in all states. 

The committee on automobile in- 
surance law, which is headed by 
Royce G. Rowe of the Lumbermen’s 
Mutual Casualty company, Chicago, 
submitted a report to the insurance 
section urging traffic law enforce- 
ment as the best method of reducing 
traffic casualties. The committee rec- 
ommended that the insurance section 
promote enforcement by disseminat- 
ing to those engaged in law enforce- 
ment the best current traffic codes, 
the use of compulsory traffic schools, 
and the training of enforcement of- 
ficers. The committee also advised 
the employment of a full-time at- 
torney to study questions of enforce- 
ment. 


ECAUSE lay adjusters for in- 
surance companies constitute one 
of the classes which is currently 
being accused by some bar groups of 
engaging in the practice of law in 
settling claims, there was much in- 
terest among insurance attorneys at 
the convention in the question of the 
unauthorized practice of law. Boyle 
G. Clark, general chairman of bar 
committees of the state of Missouri, 
who has been an aggressive figure in 
attempting to extend the frontiers of 
the scope of the law into fields now 
occupied by laymen, gave informa- 
tion upon the procedure which has 
been followed in Missouri in raising 
funds for this purpose in his state. 
The committee on lay adjusters, 
one of the groups subsidiary to the 
insurance section, submitted a report 


upon the subject, which it has been 
studying for the past year. Five 
members of the committee dissented 
in several particulars from the ma- 
jority report. E. Smythe Gambrell. 
the committee’s chairman, suggested 
that the insurance section not com- 
mit itself finally on the question, but 
that it be authorized to continue its 
study for another year. Eugene 
Quay, Chicago, moved for reconsid- 
eration of the subject by a special 
committee during the coming year. 

Among the interesting round table 
conferences which were held in con- 
nection with the sessions of the in- 
surance section were: 


Casualty insurance law, with Hugh 
D. Combs of the United States Fidel- 
ity and Guaranty company, Balti- 
more, discussing professional liabil- 
ity insurance on physicians, surgeons, 
and dentists; Roscoe R. Koch, of the 
Insurance company of North Amer- 
ica, Philadelphia, speaking on prod- 
ucts liability; and John F. Hynes. 
of the Employers Mutua! Casualty 
company, Des Moines, analyzing the 
joinder of the insurance carrier as 
a party defendant. 

Fire insurance law, with Hubert 
O. Wolfe, Milwaukee, speaking on 
“Riot, Civil Commotion, and Sit- 
down Strike Liability under the Sup- 
plemental Contract”; and A. B. 
Kelly, of the American Mutual Al- 
liance, Chicago, describing the effect 
of statutes upon the fire insurance 
contract. 

Workmen’s compensation insur- 
ance law, at which the speakers were 
Peter J. Angsten, chairman of the 
Industrial Commission of Illinois, J. 
Dewey Dorsett of the North Caro- 
lina Industrial Commission, and 
Henry D. Sayer, former Industrial 
Commissioner of the state of New 
York. 





Golf Tournament 
(Continued from page 18) 
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Industrial Hygiene 


(Continued from page 10) 


also be of interest to compensation 
insurance carriers inasmuch as a per- 
son afflicted with the disease tends 
to incur much more serious and 
costly an injury as the result of an 
accident than would normally be the 
case. Dr. R. R. Sayers, Director of 
the United States Public Health 
Service Division of Industrial Hy- 
giene, recommended that manufac- 
turers employ a medical technician 
to conduct routine serological tests 
of all workers. 

The meetings of the Industrial 
Hygiene Section were the best at- 
tended of any in its history, an indi- 
cation of the increasing interest in 
all phases of this important subject. 





Underwriters Conference 
(Continued from page 15) 


the underwriting of business pro- 
duced by agents. 

Both sides of the adjustment pic- 
ture were presented at the Confer- 
ence. Gordon Davis, of the United 
Adjustment and Inspection com- 
pany, Kansas City, stressed the ne- 
cessity for training policyholders’ 
bookkeepers to keep records which 
will permit the reporting of accurate 
values under provisional reporting 
forms. C. R. Hoffa, secretary of 
the Pennsylvania Millers Mutual 
Fire Insurance company, Wilkes- 
Barre, urged adjusters to make 
more complete and constructive re- 
ports as to fire causes and any pre- 
vention lessons that are to be learned 
from the loss. 

H. M. Terry, of the Michigan 
Millers Mutual Fire Insurance com- 
pany, Lansing, speaking on “Riot, 
Civil Commotion, and Malicious 
Damage,” gave it as his opinion that 
mutual companies need not fear 
writing these covers, the hazard in- 
volved being no greater than in fire 
business. 





Mutual Agents 


(Continued from page 24) 


Charters were granted to state as- 
sociations in Georgia, Tennessee, and 
Virginia, and petitions for member- 
ship from several other states were 
taken under advisement. Invitations 
for next year’s convention—received 
from Baltimore, Buffalo, Grand 
Rapids, Washington, New York, and 
Swampscott, Mass.—will be acted 
upon later by the board of directors. 

Among the speakers at the con- 
vention sessions were: 

N. C. Flanagin, assistant secretary 
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of the Lumbermen’s Mutual Casual- 
ty company, Chicago, who advised 
the agents that the selling of mis- 
cellaneous casualty lines represented 
an excellent method of increasing 
their premium volume. 

J. J. Beall, vice president of the 
Northwestern Mutual Fire Associa- 
tion, Seattle, who spoke upon the 
problems involved in the handling of 
large fire lines ; 

T. L. Osborn, Jr., manager of the 
inland marine department of the Na- 
tional Retailers Mutual Insurance 
company, Chicago, who confined his 
address largely to an analysis of 
what may and may not be covered 
under inland marine policies. 

Len K. Sharp, assistant secretary 
of the Mill Owners Mutual Fire In- 
surance company, Des Moines, who 
gave a graphic presentation of the 
most successful methods of trans- 
forming a prospect into a policy- 
holder ; s 

H. M. Wardwell, manager of the 
automobile department of the Mid- 
dlesex Mutual Fire Insurance com- 
pany, Concord, Mass., who stressed 
the possibilities of securing insur- 
ance on financed automobiles ; 

L. M. Dunathan, assistant secre- 
tary of the Shelby Mutual Plate 
Glass and Casualty company, Shelby, 
Ohio, whose subject was the insur- 
ance application of the current high- 
way safety situation ; 

Chester C. Jennings, Baltimore, 
the Association’s new president, who 
described the proper methods of 
building an agency sales force. 





Loss Payable Clause 
(Continued from page 12) 

pany caused the mortgagee to believe 
that there would be no contest of the 
policy—led him into a false sense of 
security—and as a result he per- 
mitted the twelve-months period to 
pass without suit, the condition pro- 
hibiting suit after a year would be 
waived. There appears to have been 
evidence in the case sufficient to sup- 
port such a waiver. Upon that theory 
the case would be supportable. 


Ad-Sales Conference 


(Continued from page 25) 


discussed the effectiveness and scope 
of sales contests in the mutual insur- 
ance field, drawing for illustration 
upon the many instances in which his 
own company has employed the de- 
vice with decided success. 


Advertising Exhibit Awards 


DIFFERENT CLASSES OF EXHIBITS 
INCLUDED AMONG OTHERS, NEWS- 
paper advertising, novelty advertis- 
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ing, direct mail advertising, institu- 

tional printed matter, letterheads, 

blotters, financial statements, sales 

manuals, loss prevention material. 
Major winners were: 


Farm Companies 


Badger Mutual Fire Ins. Co., Second 
Prizes—1, Third Prizes—1; Calumet Mu- 
tual Fire Ins. Co., Second Prizes—1; 
Farm Bureau Mutual Ins. Co., First 
Prizes—2; Farmers Central Township 
Mutual, Second Prizes—l1; Farmers Mu- 
tual Liability Co., Third Prizes—1; Farm- 
ers’ Union Mutual Ins, Co., First Prizes— 
1; Farmers’ Mutual Fire Ins. Co., Third 
Prizes—1; Hartford County Mutual Fire 
Ins. Co., Second Prizes—l; Harleysville 
Mutual Casualty Co., Third Prizes—2; 
Indiana Farmers Mutual Ins. Co., Second 
Prizes—1; Third Prizes—1 ; Indiana Union 
Mutual Ins. Co., First Prizes—3; Second 
Prizes—3; Preferred Mutual Fire Ins. 
Co., Third Prizes—1; State Mutual Fire 
Ins. Co. of Michigan, First Prizes—2, Sec- 
ond Prizes—2, Third Prizes—1; Stanislaus 
County Mutual Fire Ins. Co., First Prizes 
—1; Consolidated Mutuals Group, Third 
Prizes—1; Vermont Mutual Fire Ins. Co., 
Third Prizes—1. 


Alliance Companies 


American Mutual Liability Ins. Co., First 
Prizes—3, Second Prizes—2, Third Prizes 
—3; Building Owners’ Federation of Mu- 
tual Fire Ins. Cos., Second Prizes—1; 
Celina Mutual Casualty Company, First 
Prizes—1; Central Manufacturers Mutual 
Ins. Co., First Prizes—2, Second Prizes— 
1; Third Prizes—1; Employers Mutuals, 
First Prizes—5, Second Prizes—7, Third 
Prizes—8; Federal Hardware and Imple- 
ment Mutuals, First Prizes—9, Second 
Prizes—5, Third Prizes—8; Federal Mu- 
tual Fire Ins. Co., Third Prizes—1 ; Fidel- 
ity Mutual Fire Ins. Co., Second Prizes—1; 
Third Prizes—l1; Grain Dealers National 
Mutual Fire Ins. Co., First Prizes—l, 
Second Prizes—3, Third Prizes—2; Glen 
Cove Mutual Ins. Co., Second Prizes—1, 
Third Prizes—1; Hamilton County Mutual 
Fire Ins. Co., Second Prizes—l, Third 
Prizes—3; Hardware Mutual Casualty Co., 
First Prizes—4, Second Prizes—8, Third 
Prizes—3 ;* Hardware Dealers Mutual Fire 
Ins. Co., First Prizes—1 ; Hingham Mutual 
Fire Ins. Co., First Prizes—1; Holyoke 
Mutual Fire Ins. Co., First Prizes—1; 
Indiana Lumbermens Mutual Ins. Co., Sec- 
ond Prizes—2, Third Prizes—1; Liberty © 
Mutual Ins. Co., First* Prizes—4, Second 
Prizes—2, Third Prizes—1; Lumbermens 
Mutual Casualty Co., First Prizes—7, Sec- 
ond Prizes—4, Third Prizes—6; Lumber- 
mens Mutual Ins. Co., Second Prizes—2; 
Midland Mutual Fire Ins. Co., First Prizes 
—1; Mill Mutuals Agency, First Prizes—1, 
Second Prizes—2, Third Prizes—5; Mill 
Owners Mutual Fire Ins. Co., First Prizes 
—l, Third Prizes—2; Michigan Mutual 
Liability Co., First Prizes—5, Second 
prizes—1l, Third Prizes—4; Michigan Shoe 
Dealers Mutual Fire Ins. Co., First Prizes 
—1, Third Prizes—1; Millers Mutual Fire 
Ins. Co. of Harrisburg, Second Prizes—2; 
Millers Mutual Fire Ins. Ass’n of Illinois, 
First Prizes—2, Second Prizes—l; Na- 
tional Retailers Mutual Ins, Co., First 


Prizes—1, Second Prizes—1; Norfolk & 
Dedham Mutual Fire Ins. Co., Third 
Prizes—1; Northwestern Mutual Fire 


Ass’n, First Prizes—7, Second Prizes—6, 
Third Prizes—1; Shelby Mutual Plate 
Glass Ins. Co., First Prizes—1, Second 
Prizes—1; Utica Mutual Ins. Co., First 
Prizes—3, Second Prizes—4, Third Prizes 
—3; Western Underwriters, Ist Prize—1. 





28—October, 1937 JouRNAL OF AMERICAN INSURANCE 








WE OBSERVE AN ANNIVERSARY; 


It was with the passing of the Workmen's Compensation Law that the Michigan Mutual was 
founded on September 12, 1912, to furnish Compensation Insurance at cost to Michigan employers. 


Awake to the possibilities of the same type of service in other fields, the company within a short 
time after inception expanded its activities to include Automobile, Group Accident and Health 
Insurance and other Casualty Lines . . . and today holds an enviable position in these fields. 


Founded on the Mutual principle laid down by Benjamin Franklin, the Michigan Mutual has 
attained a position of eminence in every community where it does business. Its reputation for 
honorable dealings . . . its broad, clear-cut policies . . . non-assessable and dividend paying . . . its 
prompt and equitable settlement of claims . . . the character and liberality of its service . . . have 
become the bywords of tens of thousands of policyholders. 





Michigan Mutual has resources of over $6,000,000 and a surplus of more than $1,500,000. Divi- 
dends paid to policyholders total over $5,750,000. ° 


Because of the Company's 25-year record of leadership in performance, and its reputation resulting 
from that record —because of the soundness of its structure, and because of the service it is render- 
ing, the Michigan Mutual is well qualified and equipped to continue on its course of progress. 


TWENTY-FIFTH ANNIVERSARY 
1912 
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Five Years o if Consistent “Pro eres 





In the five years just prior to 1937, the National Retailers Mutual Insurance Company 


reported the following substantial advances: 


Annual Premiums increased to $1,511,809.03 —a gain of 64% 
Assets increased to $2,047,061.89 —a gain of 95% 
Insurance in force increased to $332,910,300.00 — a gain of 129% 


Surplus increased to $724,780.17 —a gain of 137% 


Small wonder that the National Retailers—in its sixteenth year—looks to the future with 
confidence, knowing that the security, service and savings which its policyholders enjoy, will 


enable it to continue the remarkable record it has made in the past. 


NATIONAL RETAILERS MUTUAL INSURANCE COMPANY 


James S. Kemper, President 


7450 SHERIDAN ROAD CHICAGO, U. S. A. 


THE “NATIONAL RETAILERS” WRITES Fire, Windstorm, Use and Occupancy, Rents, Inland 
Marine, and Automobile Fire, Theft and Collision Insurance under dividend-paying policies. 














